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NATIONAL POLICY AND ISSUES 


COMMENTARY ON TIANJIN COMMERCE REFORM 
Tianjin TIANJIN RIBAO in Chinese 8 Dec 83 p l 


(Commentary by TIANJIN RIBAO commentator: "Persist in Reform, Invigorate Cir- 
culation"/ 


[Text] To persist in reform and to invigorate circulation are still great 
problems that ought to be diligently solved in the process of putting a new 
face on socialist commerce. 


In a report to the 12th CPC Congress, comrade Hu Yaobang [5170 5069 672] 
brought up this kind of demand for commerce: "Starting from a basis of fully 
understanding conditions and diligently summing up experience, we must 
earnestly advance the task of commerce, we must invigorate circulation, ex- 
pand and increase the channels of circulation and work to the point where 
commodities are unimpeded in their flow and goods are used to the utmost. 

We must give full play to the function of commerce in stimulating production, 
guiding production, ensuring supplies and in making the economy flourish." 
This requires that we open our thinking, raise our consciousness, be daring 
in our practice and push through a commercia! path that possesses Chinese 
characteristics. This new path ought to be a system led by state-run enter- 
prise, have various economic forms, various management styles, many 

channels of circulation and few links and be open. 


The broad masses of cadres and staff and workers on Tianjin's commercial front 
revere the spirit of the 12th CPC Congress, and at the same time that they 
resolutely eradicate the "leftist" erroneous influence from their economic work, 
they are carrying out a probing and restructuring of commodity circulation 

and are diligently implementing a liberal and regulative buy-up policy for 
farm produce and sideline products. They are putting into practice varied 
forms of purchasing for industrial products, adjusting the social and commer- 
cial structure and increasing the outlets for retail commerce and service 
industries. All of these things have a positive effect on turning around apd 
alleviating the long-term scarcity of farm and sideline products and increas- 
ing the availability and variety of everyday consumer goods, market invigora- 
tion and .onvenience for the masses. However, we must also be soberly aware 
that the influence of "leftist' errors still awaits further eradication and 
that purchasing policies must constantly be adjusted and perfected. Moreover, 
channels of circulation of commodities must continue to flow, expand and in- 
crease, and enterprise management service quality and economic results all 











need to be greatly improved. In short, putting a new face on the work of 
commerce still needs reform in many respects, and there are many comrades 
among us who believe that reform has been good enough--all we have to do is 
to keep t the conventional way of doing things in management and everything 
will be ail right. This thinking and belief is of no use to the reform of 
the commercial task. We must know that reform of the commercial task is the 
same as all other aspects of reform--it is an extremely complicated problem. 
For example, when the channels of circulation become blocked, there are too 
many turns and segments, market forecasting is weak and commercial outlets and 
facilities are woefully inadequate, where there are problems in various 
aspects of the establishment and management of specialized trade companies as 
well as in the reform of the circulation system for industrial producti in 
cities and villages. All of these things need conscientious investigation, 
careful polishing and refinement, which only in this way will produce 
measures for advancement and enable the commercial task to go forwarc. Be- 
cause of these things, enough reform of commerce has not been done yet and 
has quite a way to go yet. 


The decisions of the 12th CPC Congress will go a long way to enable the nation- 
al industrial aad agricultural gross annual output to quadruple by the end 

of this century and will allow the material and cultural life of the people to 
move toward a comparatively well-off level. Through the specialist produc- 
tion that is now beginning to be apparent. China's rural areas will pro- 
gressively move into a specialized sroduction of an even greater scale cad 

of an even higher level. The rural areas will evolve from the current 

natural economy that is itr, base to a base of commercialized production, and 
the buying power of the cities end villages will double. This is especially 
so for socialized large production and great developments in a commodity 
economy. In the realm of circulation, from primary commodity procurement and 
processing to the final shipment of the product there will be a progressive 
movement toward socialization and rationalization. The scope, networks, facili- 
ties and information tools of commodity circulation as well as the cultural, 
scientific and technological level of commerce all need corresponding develop- 
ment. Those engaging in commerce, and especially the leading cadres, must have 
a clear understanding and adequate planning when confronted with the new 
trends and developing tendencies of commerce and must clearly define the stra- 
tegic goals, the strategic emphases and the strategic steps for commerce. 

Only when the problems have been clearly seen and correctly understood can we 
look to the future with full confidence, proceed bravely forward and continue 
to uphold the task of the reform of commerce. 


To persist in reform and invigorate circulation, we must abandon the restora- 
tion of old thinking, the traveling of old roads and the practice of old ways. 
In this way it will proceed smoothly. One can hardly imagine that when this 
"smoothness" is at hand it will transcend the greatest difficulties that 

could come. For example, if «ne were to feel that the current channels of com- 
modity circulation are too numerous and that the more there are the easier 
contusion arises, then one might feel that it would be better to have the 
smoothness of the past, which would be handier. Then one could for this reason 
bring the reform work to a halt. This kind of thinking and methodology not 
only is of no use in bringing a new face to the task of commerce but in fact 
is harmful. Many channels and the invigoration of circulation are necessary 








for the new situation. The facts show that many channels and expanded com- 
modity circulation bring us a flourishing and prosperous market that is also 
stable, and the people of the cities and villages are excited. Of course, 

in the reform of the circulation realm certain problems will appear, but 

this is certainly not frightful. In fact, since industrial and commercial 
departments strengthened their management, there have been lively, not dis- 
ruptive, and heartening phenomena. If we watch for the appearance of certain 
problems and then make a big fuss, then when we see the word "reform" we will 
be afraid and not dare to move, and how could that be considered any kind 

of revolution? If there is no movement, then of course mistakes will be few. 
But in the end nothing will be attained. To sit back and wait for progress is 
just a kind of day dreaming. Therefore, we must earnestly sum up the exper- 
iences of the first stage ~f commercial reform, do more practical work and 
actively and yet safely undertake the reform so we can bring a new change to 
the task of commerce. 


At present it is the peak period of commerce, so if we integrate peak-period 
market arranagements and steadfastly dre.ze, expand and increase the 

channels of circulation in the cities and villages, improve circulation seg- 
ments, strengthen cooperation between all levels of wholesale departments, 
make the connection between wholesale and retail closer, allow a large number 
of Tianjin industrial products into the countryside and allow great quantities 
of farm and sideline products to enter the city, then this would be a relevant 
and important event in the invigoration of the economy. This would then 
require us to organize commodity circulation according to economic regions, 
reduce wholesale administrative levels, employ flexible management methods, 
transform the “bureaucratic"™ management attitude and make the connection be- 
tween industry and commerce closer. In the past rural supply and marketing 
cooperatives developed production, made the economy flourish, ensured 

supply, were convenient for the masses and once again made an important 
contribution, but in order to comply with the new situation they too must 

be reformed. For example, to recover the mass quality, democratic nature and 
flexibility of the basic-level supply and marketing cooperatives we should 
practice joint management by farm and commerce and should establish prefectural 
cooperatives to broaden and advance experience from the experimental units 

and to quicken the pace of the reformation of the system of the rural supply 
and marketing cooperatives. In order to suit the needs of the greater 
development of the commodity economy and to enlarge the exchange of industrial 
and rural commodities, divide the labor between cities and villages. Change 
to a new system of shared labor for commodities and accessibility for cities 
and villages. The changes are entirely necessary. In this new situation 
there are many channels, but at the same time we uphold the function of 
state-run commerce as the leader. That cities and villages would put into 
practice many kinds of economic ingredients would be to invigorate circula- 
tion, enlarge rural markets and change the phenomenon of one place being 
overstocked while another place is completely sold out. It would change 

that kind of mutual obstruction which results in some commodity wholesale 
departments having goods in stock while the peasants have money in their 
hands, which is the phenomenon of not being able to buy the things one wants. 
You comrades who put your hopes in the commercial front, take the long-term 
view, continue reform, invigorate circulation, and render new service to this 
new era of socialist modernization. 
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AGGREGATE ECONOMIC DATA 





TIANJIN INDUSTRIAL PRODUCTION "NCREASES 
Tianjin TIANJIN RIBAO in Chinese 6 Dec 83 p 1 


(Text7 In November the Tianjin industrial front achieved the third high-yield 
month this year. The value of gross industrial production increased 15.1 
percent over last year at the same time and continued to maintain a high rate of 
increase. 


November production continued to maintain a rather high rate of increase for 
three obvious reasons: 


1. Light industry production showed good momentum. In November the value of 
citywide completed light industrial output increased 15.4 percent over this 
time last year, maintaining rather high production levels since September. 


Owing to the development of contradictions in the production and marketing 

of textile and other light industrial products, some light textile enter- 
prises have begun to pay attention to research into market demands. They 

have taken the first steps to correct commodity structures and have speeded 

up the increase in the production of marketable commodities. The majority of 
name~brand commodities and those in short supply, like bicycles, sewing 
machines, women's wrist watches, matches, washing powder, light bulbs, 
printing .ak, television sets, cameras, knitted chemical fiber products, 
dacron-cotton blended cloth, monosodium glutamate, chemical fibers, etc., from 
January to November has respectively increased over last year at the same time 
from /.2 to 120 percent. For some products that were originally unmarketable, 
the industrial enterprises passed measures to raise product quality, adjust 
variety composition, strengthen management and coordinate industrial and 
commercial relations. Thus the marketing contradictions were alleviated, 
causing a turn for the better in production. 


2. The demand for the products of heavy industry is great, and production has 
continued to increase. As for the urgent state of affairs in raw materials, 
energy resources and shipping, the production situation for the majority of 
products is quite good. For steel, steel products, aluminum products, pig 
iron, coke, plastics, synthetic ammonia, high-yield low-toxicity agricultural 
chemicals, electric power generation, etc., November producticn compared to 
that of last year at the same time was up from 8.9 to 45.8 percent. At the 
same time that the machinery and electrical industries were paying attention 











to attaining technological advances, they paid attention to increased 
production of high-demand items in short supply. From January to November, 
production of Model 130 vehicles, welding electrodes, energy-efficient 
transformers, electronic computers, water meters, electric meters, high- 
frequency tuners, /TV] picture tubes, etc., was up over the same time last 
year by 14.8 to 200 percent. All this caused the whole market gross output 
value of heavy industry for November to increase over the same time last 
year by 40.7 percent. 


3. The effort to make up deficits and increase surpluses brought results. 

For November, local state-run industries under the state plan turned in a 
profit that increased 13.8 percent over the same time last year. The number 
of such local state-run enterprises that from January through October suffered 
a loss was 39 (of which 32 are affiliated with the city), a reduction of 22 
over last year at the same time; the rate of loss dropped /.4 percent over 

the same time last year. 


The tendency for fixed-commodity costs to rise has begun to turn around from 
January to October, dropping 0.33 percent. The amount of the drop reached 
13,930,000 yuan, causing the economic results of November to improve. 


12586 
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ECONOMIC MANAGEMENT 


JOURNAL ON ORGANIZATION OF COMMODITY CIRCULATION 
HK121450 Beijing JINGJI GUANLI in Chinese No 3, 5 Mar 84 pp 42-45 


[Article by Xu Jingyi [1776 6842 7320] and Da Yinghu [6671 2019 2822] of the 
Shanghai City Commodity Bureau: "Rational Organization of Commodity Circula- 
tion with Cities as tie Center on the Basis of Economic Zones"j 


[Text] I 


Taking cities and towns as the center on the basis of economic zones to 
rationally organize ccmmodity circulation is an important direction in 
restructuring the system of control of material resources in our country and 
is also an extremely important strategy in economic development. Organiza- 
tion of commodity circulation on the basis of economic zones helps in breaking 
the demarcation line of departments and localities, rationally organizing 
production, and tightening the horizontal economic liaison between the 
localities. It also helps in developing economic combination, putting the 
superiority of each economic zone into full play and promoting the development 
of industiial and agricultural production. Departments handling commodities 
are the logistics departments of production, playing an extremely important 
role in developing production. Following the establishnent of various kinds 
of economic zones, the commodity departments face the problem of how gradually 
to follow the demands cf the central authorities to shift from the state of 
demarcating between departments and localities and contracting supplies and 
demands to rationally organizing commodity circulation with cities and towns 
as centers on the basis of economic zones. This is currently an important 
problem demanding study and solution. 


I! 


One of the principal drawbacks of the present system of commodity circulation 
is that basically commodity circulation is based on administrative departments 
and administrative regions, enforcing a vertical line of control and cutting 
off horizontal liaison. This leads to such defects as demarcation of depart- 
ments and localities. Duplication and pyramiding of organs, redundance of 
level-by-level storages and warehouses, dispersal of material resources, waste 
in transportation, stockpiling in warehouses, and inflexibility in the transfer 
and movements of commodities. The main symptoms are as follows: 











l. Irrational apportionment of commodities. In the distribution or allocation 
of certain principal commodities, the central departments in charge have en- 
forced the practice of “putting hats, or tags, on consignments," thus causing 
unequal treatment and inflexibility in the allocation and transfer of commodi- 
ties. Take for example the allocation of steel products to Shanghai. In re- 
cent years, consignments of this commodity had over 30 hats, or tags, attached 
thereto, making up in quantity around 85 percent of the allocation of this 
commodity to Shanghai by the state. In general, greater priority was given to 
consignments "with hats" than to those "without hats." This has caused unequal 
treatment and inequality in misery and joy and renders it difficult for the 
localities to make unified plans and arrangements. Moreover, in the event of 
charges in the production of the enterprises and of a state of surplus or in- 
sufficiency in commodities the local commodity departments have only the burden 
of making up for shortages but scarcely any power to rationally deploy the 
commodities as a whole. The principal cause for this situation is the demar- 
cation between the departments and the localities. 


2. Irrational setup of organs. Since all the principal departments handle 
the allocation of commodities, naturally they have to set up organs in various 
localities to attend to the handling work. This has brought about the situation 
of the existence of a large number of cawnodity organs in a single city or 
town. For example, 30 or more ministries, commissions and offices of the 
central government handle the allocation of steel products and of the 30-odd 
offices in Shanghai of these central government departments, many have the job 
of handling the transfer and supply of steel products. In this way, not only 
are there redundant commodity organs, wasted manpower, and efficiencies, but 
also materia! power is dispersed and it is difficult to make unified arrange- 
ments or affect the flexible transfer or allocation of commodities. 


3. Irrational direction of flow of commodities. Organization of commodity 
circulation on the basis of departments and localities leads to the existence 
of many layers, many stages, huge expenses, low speed, and even such phenomena 
as roundabout transport or flow of commodities in tne same direction. This 
seriously affects the improvement of economic results. 


III 


Economic zones are formed historically and naturally. Demarcation of adminis- 
trative zones such as provinces, cities and districts does not exactly fellow 
the natural economic zones. For example, for a prolonged period, innumerable 
threads of economic liaison have linked together Shanghai with the neighboring 
localities in Jiangsu and Zhejiang. But, at present, supply of commodities is 
contracted by localities on the basis of administrative zones. In this way, 
in the ccganization of commodit~ circulation, there is the contradiction of a 
nonunanimity between administrative zones and economic zones. 


in our opinion, solution of this contradiction cannot depend on administrative 
tactics such as a simple readjustment of the administrative districts. Rather, 
we should employ various economic measures to gradually and rationally organize 
commodity circulation on the basis of economic zones. At the same time, we 

should correctly handle the relations between departments and localities, 








enabling them to learn from others’ strong points to offset their own weak- 
nesses, help and supplement each other, and promote the development of the 
economy. For example, take the case of the relevant departments of the 
central government taking part in the survey of the Changjiang delta economic 
zone to study how to rationally organize production. This has made the re- 
lations between the departments and localities even more harmoniously and 
organically linked together. 


The rational organization of commodity circulation on the basis of economic 
zones is complex work. We cannot condone passive waiting or overanxiety, but 
need the active creation of the necessary conditions for its enforcement step 
by step. At present, we can proceed from two sides. On the one hand, simul- 
taneously with the formation of diversified forms and types of economic zones, 
relevant work must be done to organize rational commodity ci~culation within 
the economic zones. For example, in the trial points for the overall restruc- 
turing of the economic system carried out in Zhongqing and Changzhou, restruc- 
turing of the commodity system was taken as an important content and a definite 
project was formulated for it. In the course of the formation of the Chang- 
jiang delta economic zone, we should also intensively investigate, study, and 
consider the rational direction of flow of commodities and work out a concrete 
measure for it. Only in this way is it possible to meet the demand for ration- 
ally organizing production on the basis of economic zones. On the other hand, 
departments at various levels handling commodities shouid, under the present 
conditions of a change still not having been made in the existing economic 
management system, earnestly study measures, employ economic methods, adopt 

all available measures against the existing evils, and gradually proceed in 

the direction of rationally organizing commodity circulation on the basis of 
economic zones. 


Speaking from the angle of the commodity departments rationally organizing 
commodity circulation, and seen from existing conditions, it is necessary to 
perform well the following tasks: 


First, gradially restructuring the commodity distribution and supply system. 
For the purpose of remedying the irrational state in commodity circulation 
such as demarcation between the departments and localities, too many interven- 
ing links and stages and the dispatching and handling work being generally 
inflexible, the state commodity bureau has made the following ruling: In the 
case of enterprises subordinate to the central government or provincial govern- 
ment but transferred to a lower administrative level such as city or town, 
commodity distribution and supply likewise should be transferred to the lower 
level of city or town; within a city or town, in principle the method to be 
adopted should be to set targets for each bureau and to make plans tor supply 
of each factory, with the city or town commodity department making a unified 
organization of supplies and enforcing a two-level system, comprising the city 
or town commodity department and the enterprises, of commodity warehousing. 

As for enterprises which have not been transferred to a lower administrative 
level, in general the "distribution by transfer" method is in use according 

to which the commodity departments of the localities in which the enterprises 
are located will locally organize the supply of the commodities. It is 
necessary to reduce intermediate links in commodity circulation. In the case 
of commodities required by the enterprises, those in large quantities should 
be directly supplied while those in small or odd lots should be supplied by the 
city or town commodity departments, and utmost efforts should be made to cut 











down the intermediate stages to only one. Based on this principle, we believe 
in the following: 


1. Adopting the method of combining departments and localities based on the 
condition of cities and towns organizing the supply of commodities, three 
separate categories should be distinguished. The first category comprises 
large and medium-sized cities and towns favored with relatively good conditions 
such as Beijing, Tianjin, Shanghai and so on, employing in such cases the 
method of supply of commodities on the basis of a combination of developments 
and localities, but centering on the localities. Supply of the general com- 
modities required by enterprises subordinate to the central authorities, with 
the exception of the railways and Changjiang navigation units and a small 
number of large and backbone enterprises, may be relegated to the localities 
for unified distribution, placing of orders, supply and dispatch. Before the 
conditions have become ripened, "transfer targets" may be used, with the 
localities acting as agents in placing orders and in doing the supplying work. 
In recent years, trials have been made whereby, with the exception of ship- 
building, electric power, maritime transport and Changjiang shipping and com- 
merce, 70 percent of the steel products and nonferrous metals and over 80 
percent of the timber required by the central organs have been ordered and 
supplied by the city acting as agents. The comments made by the units con- 
cerned on such a method are that in so doing the quantity requirement is 
ensured, variety of commodities can be adjusted, purchasing is facilitated, 
stockpiling is lessened, and the endusers can feel at ease. The second 
category consists of cities and towns whose commodity supply conditions are 
of a general grade. In this case, we may employ the method of combining the 
departments and localities and tightening their cooperation. There must be 
constant communication between the departments and localities and transfer 
and adjustment work between them must be strengthened. In the case of the third 
category, that is, cities and towns with rather inferior conditions in the 
supply of commodities, the method of combination of the departments and locali- 
ties but laying stress on the -epartments may be employed. In other words, 
commodities required by the cen. *! organs should, in the first instance, be 
supplied by the departments, although liaison with the localities should be 
augmented so that any surplus or shortage may be mutually adjusted. 


2. Promoting in a planned manner the method of "maintaining locality equilib- 
rium and adjustment of shortages." Since advanced production areas both pro- 
duce and consume means of production, if the method of "local products for 
local use" is adhered to, then economy in transport time can be effected, 
commodity circulation can be speeded up, meeting of supply and demand can be 
ensured, and production development can be generally facilitated. For example, 
under the state unified plan, Shanghai carried out this plan of maintaining 
locality equilibrium, adjustment of shortages, and guaranteeing the scheduled 
delivery of goods, and its self-sufficiency rate in steel products reached well 
over 90 percent. Similarly, the commerce department, resorting to the same 
method in the processing of steel products, effected savings of about l 
million yuan in transportation charges every year. Use of this method in the 
assembling of electrical machines increased the locality's self-sufficiency 
rate to around 95 percent. Enterprises at both the manufacturing and con- 
sumption ends have expressed their satisfaction with the measure. 











3. Promoting and developing regulation by market mechanism, under the logical 
premise of taking planned economy as the leading factor, localities having a 
surplus after fulfillment of planned supplies should be allowed to break the 
locality barrier and resort to regulation by market mechanism. For example, 
in 1982, the Shanghai municipal electrical machinery equipment supplies com- 
pany, after meeting its planned supplies, increased its export of electrical 
machinery products to outside localities by 33 percent over 1980. Of the 
gross volume of transactions in the lst and 2d quarters of 1983 of the Shanghai 
city chemical products exchange market, 62 percent were destined to points 
outside Shanghai City, and of the latter around 80 percent were sent to the 
provinces of Jiangsu and Zhejiang. 


Second, gradually setting up a commodity intelligence system and a network to 
control commodity movements. Our country is enormous in size and has a vast 
territory. Economic development in the localities is extremely unbalanced. 
The supply and demand condition of commodities in the country as a whole his 
not yet been grasped well. As a result, the localities differ greatly from 
each other in the availability of commodity resources, and it is often hardly 
possible to make the necessary adjustments in time. It is thus suggested that 
a multilayer commodity intelligence network zone, a 10-city intelligence net- 
work with Shanghai as the center should be set up. As for the movements in 
the supply and demand of commodities in the country as a whole, the state 
commodity bureau should set up a news and intelligence center so as to have a 
comprehensive grasp of the whole situation. Moreover, forecasting work should 
be strengthened to enable the production departments to know what commodities’ 
production should be increased and what commodities’ production should be 
reduced. At the same time, we may, on the basis of the economic zones, form 

a control network overseeing the movements of commodities, so that the “have's' 
and the "have-nots" may readjust each other. For example, Suzhou, Wuxi and 
Changzhou are three sister cities along the Shanghai-Nanjing railway. In 
1973, metal companies in these three sisters began activities at fixed inter- 
vals to regulate the interchange of metallic materials. Later, the activities 
assumed a regular, regulated, and controlled character. A joint operation and 
sales scheme was organized which embraced into the control network a portion of 
the social resources as well as the resources of several neighboring counties. 
According to an initial estimate, in the 3-1/2 years since 1980, Changzhou 
City alone derived from this control network over 25,000 tons of metallic 
materials sorely needed by the city for production and construction uses. This 
was roughly equivalent to 20 percent to the planned apportionment for the same 
period from Jiangsu Province to the city. This not only promoted production 
but also effected large savings in transport expenses. 


If the whole country were to set up many multilayer commodity intelligence 
systems and overall control networks, it would be possible for the state to 
obtain a unified grasp of the surplus or deficit of commodities and of the 
changes in their supply and demand in the localities as well as the trend of 
their development. In this way, the state can make the needed adjustments on 
time and, more importantly, it can have in its grasp important reference 
materials for compilation of the state economic plan. At the same time, in 

the formation of the various control networks over commodity movements, it will 
be possible to take the large and medium-sized cities and towns as centers and 
organize the commodity departments in the economic zones to form a supreme 
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force, gradually bringing to life the stockpiled resources of the entire 
social structure. This can play an immensely active role in the organization 
of a vertical, horizontal and crisscrossed commodity circulation network, in 
regulating commodity demand and supply and in improving economic results. 


Third, gradually readjusting and perfecting the system or organization struc- 
tures which handle commodities. 


l. It is necessary to amalgamate redundant organs. Following the restructur- 
ing of the distribution system, within the same city or town, redundant central 
and local commodity supply organs should be appropriately combined or should 
readjust their division of work. Within a town, the city or township commodity 
organs should likewise create the necessary conditions for merging. The 
benefits in so doing are: retrenchment in organization structure, reduction 

in intermediate links, economy in manpower, lowered expenses, accelerated 
turnover, and solution of the problem of dispersal of material power. In 
Jiangsu Province, amalgamation of the district and township commodity organs 
has produced relatively good results. 


2. Perfecting the commodity circulation network. Due to the development of 
socialized large-scale production, greater intensity in division of work, and 

a continuous increase in commodity varieties, it is well worthwhile to look 
into the importance of specialization and more intensive detailing in commodity 
handling and operation work. In addition, in the countryside as a result of 
the enforcement of the system of contracted responsibilities on the household 
basis, with payment linked to output, the originally centralized purchases of 
commodities have become diversified. As a result, the existing commodity 
supply network and stations are no longer suited to present requicements. In 
our opinion, we should employ the method calling for specialization and more 
intensified division of work, extending the network and stations downward for 
each lower levels, opening up the cities and the countryside, and adopting 
more liberalized policies. In the large and medium-sized cities and towns, 

we should, based on the concrete conditions, appropriately intensify division 
of work in the handling of commodities and set up a number of specialized net- 
works and points. This has the following advantages: expanded sources and 
best selection of commodities; beneficial to enlarging supply sources, satis- 
fying needs of various sides; beneficial to increasing the number of varieties 
and specifications and organizing accessory supplies for whole-set fitting jobs; 
and also beneficial to obtaining a knowledge of the quality and functions of 
the varities of commodities and to raising the standard of services. In recent 
years, Shanghai has formed over 10 specialized supply networks and stations. 
Actual practice has shown that this measure not only has helped in meeting the 
city's internal needs in a better way than before but also has enabled Shanghai 
to display its role as the commercial center of the whole nation. For example, 
in 1981, befcre the formation of the department handling the sale of stainless 
steel products, there had been very few clients from outside the city buying 
this commodity; but in 1982, after its formation, the number of such clients 
greatly increased, making up about 37 percent of its total number of clients 
and the sales volume of the department increased by 85.74 percent over 1981. 

In the case of relatively small cities and towns, we may probe into the possi- 
bility of developing networks and stations of the comprehensive type, that is, 
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the operating units have a store in front and a warehouse at the back and cater 
to sales of goods and accessories of various categories, providing the customers 
with the facility for buying on the spot and taking the purchases with them. 
Commodity supply networks and stations in the countryside should also be of 
this comprehensive type. The important point is that the network and stations 
extent to the lower levels, that they engage in diversified trade, and that 
gradually each and every people's commune will have a commodity supply station. 
These networks and stations may be set up by the commodity departments them- 
selves, or jointly operated by the commodity departments and the people's 
communes, or may be formed by the communes organizing the collectives for the 
purpose, or even may be entrusted to the networks and stations of supply and 
marketing cooperatives to act as their agents. This will make it possible to 
meet the continuously increasing needs for means of production in production 
development in the countryside. As for those commodities which have rather 
complex varieties and specifications and which are rather highly-priced and 
whose usage is not at all widespread, such as hard alloys and accessory parts 
for electrical appliances, it is more advisable that their handling should be 
confined to specialized operation networks and stations to be established in 
the large and medium-sized cities and towns. 


Fourth, organizing the rational circulation of commodities. At present, some 
provinces and cities have already begun to break the system of administrative 
demarcation and organize the rational circulation of commodities based on the 
principle of giving preference to circulation either on the spot or to nearby 
places. For example, commencing from 1982, the supply of steel products to 

the three counties of Ningdu, Guangchang and Shicheng of the Ganzhou special 
district in Jiangxi Province was made by means of "transfer-targets" to be met 
by the Fuzhou area commodity bureau. The savings in stocking costs amounted to 
26 yuan per ton. On that basis, supply of 1,065 tons of steel products from 
Fuzhou in 1982 meant an economy in stocking expenses of 31,000 yuan. In our 
opinion, in border areas between provinces and between provinces and cities, 
liaison should be strengthened and investigations should be made into practical 
plans to organize rational circulation. Trial points should first be set up 
and after the necessary experiences ahve been gained, they should be gradually 
expanded. This embodies an important significance in the savings of a large 
quantity of manpower, material resources, and transport power as well as in 
improving economic results. 


Fifth, developing diversified forms of commodity joint operation and marketing. 
This is beneficial to breaking the barriers between departments and between 

the localities, tightening horizontal liaison, and enlivening commodity circu- 
lation. In recent years, Shanghai's commodity departments have initiatively 
developed joint operation with industrial enterprises and commodity departments 
in brotherly provinces and cities, and achieved good results. For example, 
since 1980, the electrical appliances and equipment supply corporation of 
Shanghai and the Haerben, Wafangdian, and Luoyang axle plants, the Shanghai 
city electrical appliances and goods industrial company, and relevant produc- 
tion plants have successively entered into joint operation, joint marketing, 
and special agency agreements on the principles of mutual benefit and mutual 
interest and on the conditions of not changing the existing subordinate re- 
lationships. In 1982, the volume of sales of these "industrial products com- 
bines" plus the various kinds of sales transactions jointly entered into by 





the various industrial enterprises amounted to 260 million yuan, comprising 
28.8 percent of the company's gross volume of sales. 


Sixth, establishing diversified forms of commodity service networks. In 
recent years, in various localities service companies handling means of pro- 
duction with cities and towns as the centers have formed service networks of 
varying sizes and scales of operation. We may cite such instances as the 
east Sichuan joint service network of six cities and prefectures, the trans- 
provincial service network formed by the south Anhui seven cities, districts, 
and counties company and the Nanjing City Company; the service network headed 
by the Nanjin City Company and embracing the cities of Beijing, Shijiazhuang, 
Taiyuan, Jinan, Zhengzhou, Wuhan, Qiangdao and Dandong; and the service net- 
works established between the Shanghai Company and 200 other companies through- 
out the country. These networks have played an important role in smoothing 
out the circulation channels, in the interchange of news and reducing the num- 
ber of superfluous purchasing personnel and flying around everywhere, and 
effecting economy in manpower, material resources, and financial power. In 
our opinion, these experiences are valuable and should be summed up and per- 
fected for more extensive use. Other commodity specialized companies should 
also absorb these experiences and graduaily strengthen their relationship and 
liaison with relevant brotherly companies. As a first step, this can link up 
news and intelligence, develop mutual adjustment and regulation and, under 
conditions of mutual interest and mutual benefit, strengthen business liaison 
or even promote the organization of a loose type of joint operation. As a 
second step, it may lead to the gradual formation of diversified types of 
joint structures linking together commodity departments in the economic zones 
and conforming with the formation and development of economic zones. 
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FINANCE AND BANKING 


MAJOR FINANCIAL INSPECTIONS LAUNCHED 
Hangzhou ZHEJIANG RIBAO in Chinese 5 Jan 8 p l 


[Text] Since the provincial government ordered each locality to carry out 
major financial inspections, 40.11 million yuan have been discovered to 
have been involved in matters which violated financial discipline. Of this, 
20.52 million yuan must still be turned over as financial revenue, while 
10.24 million yuan have already been collected. 


In the first stages of the inspection, a number of severe violations of 
financial discipline have been discovered. One of these problems has been 
tax evasion and the skimming of profits. According to investigations of 
21,189 tax-paying entities by 16 cities and counties, it was discovered that 
15,310 entities had these problems. Of these, 72.5 percent were guilty of 
tax evasion, and the amount of tax evasion was 10.67 million yuan. Through 
the investigation, it was decided that Hangzhou's machine-building processing, 
medicine and second light industrial organizations should relinguish over 

3 million yuan in taxes on their profits. Fifty-two of the 55 enterprises 
belonging to the municipal machine-building bureau had evaded taxes on profits 
in the amount of 1.06 million yuan. The second problem is that of indis- 
criminate squeezing of prices, indiscriminate apportionment of expenses and 
indiscriminate expenditures outside the realm of business expenses. Hangzhou 
City has already discovered in its investigations that 2.125 million yuan 
have been a part of these problems. This figure amounts to 42 percent of 

the funds that have been handled without regard for financial discipline. 
Huzhou City has discovered 3.122 million yuan, or 79.3 percent of the funds 
which have been handled without regard for financial discipline. The third 
problem is the "small treasuries" of private bodies, the excessive awarding 
of bonuses and the increases in fees and other payments. For example, 

units in some enterprises in Hangzhou City have made a fairly regular 
practice out of expanding labor insurance benefits and wining and dining 
others in the name of all kinds of material benefits, subsidies and bonuses. 
Some sources of these funds come directly out of the costs said to be 
incurred by the enterprises; others remain part of the enterprise's income. 
Public funds are syphoned off for private use, and these funds become the 
"small treasuries" from which payments can be made. Eleven enterprises 
belonging to the municipal machine-building bureau exceeded the appropriate 
amount of bonuses, gave out too many subsidies and raised wages, using up 

a total of 76,758 yuan. 
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In order to implement further the spirit of the relevant circulars issued 
by the State Council and the provincial governments on initiating major 
financial inspection work, the provincial governments will be dispatching 
inspection teams within the next few days to the various localities to 


carrv out inspections. 
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FINANCE AND BANKING 


NATIONWIDE AUDIT OF FINANCES URGED 
Beijing CAIZHENG [FINANCE] in Chinese No 11, 8 Nov 83 pp 15-16 


[Commentary: “We Definitely Must Pay Close Attention to Our Work in 
Examining Finances"] 


[Text] The State Council recently approved the Ministry of Finance's "Report 
on Launching a Major Examination of Finances” and decided that starting in 
October it would use a few months to carry out a comprehensive and in-depth 
examination of the finances of state-run enterprises, institutions and 
administrative bodies. In order to urge all regions to launch an earnest 
inspection of finances, the State Council is still organizing inspection teams 
to be assigned to different provinces, municipalities and autonomous regions 
to push the work forward. 


Launching an in-depth audit of finances, enforcing strict financial and 
economic discipline and safeguarding income and expenditures are important 
measures for guaranteeing that this year's income and expenditures are 
balanced. They are significant for correcting party lifestyle, opposing the 
corrosiveness of bourgeois thought and cracking down on criminal activity in 
the economic realm. 


Since the 3d Plenum of the llth Party Congress, each region and department, 
in implementing the policy of readjustment, restructuring, consolidation and 
improvement, have implemented economic responsibility systems in many forms 
for state-run enterprises and have carried out consolidation for some enter- 
prises. There have been varying degrees of improvement in the work of the 
financial management of administrative units and institutions. However, from 
the view of the overall situation, the auditing work of enterprises has 
basically not improved. The phenomena of violating financial and economic 
discipline, raising prices indiscriminately, taking a share of the expenses, 
cutting off the state's revenue and squandering and wasting state funds are 
still fairly common. The phenomena of violating the financial and economic 
system and using state funds indiscriminately are also rampant in administra- 
tive units and institutions. If we do not investigate, prevent and control 
this type of mistaken behavior that is not in accord with all the benefits to 
the state and that harms the benefits of the country and the people, it will 
be difficult to ensure funds for the state's key construction projects, to 
balance revenues and expenditures and to improve fundamentally the party 
lifestyle and the mood of society, and the undertaking of the four 
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modernizations will be seriously harmed. Thus, launching a large investi- 
gation of finances and guaranteeing revenue and expenditures are related to 
carrying out the lipc of the 12th Party Congress, are important measures for 
achieving a basic improvement in the financial and economic situation and 
must be ardently carried out. 


Some comrades feel that no matter how many times finances are examined, the 
action of violating financial and economic discipline will still be investi- 
gated every time it occurs, and thus there is insufficient confidence in 
launching an examination of finances. This type of view is not comprehensive. 
Lax financial and economic discipline is due to many different reasons and is 
a reflection of the trends of anarchism, decentralism and bourgeois libera- 
lism that currently exist in the financial and economic work of a few units, 
and it is closely related to party lifestyle and the mood of society. 
Important reasons for the lax financial and economic discipline are a weak 
concept of the financial system, an imperfect legal system and slack law 
enforcement. We must gradually bring about a solution to this type of 
phenomena by achieving a basic improvement in party lifestyle and the mood 

of society. This requires that our comrades who are engaging in financial 
work carry out an unremitting struggle against violations of financial] and 
economic discipline. We cannot hope that in carrying out one or two inspec- 
tions we will fundamentally solve the problem. We must realize that every 
investigation of finances that is launched is also an extensive education in 
abiding by financial and economic discipline. Our work is strengthened, and 
we are advancing by one large step on the road to achieving a basic improve- 
ment in our financial and economic circumstances. At present, the central 
government has already made a resolution for a comprehensive consolidation, we 
are certainly capable of victoriously realizing a fundamental improvement in 
party lifestyle, in the mood of society and in the financial and economic 
situation. Earnestly launching an examination of finances undoubtedly will 
be beneficial toward accelerating the pace of these three basic improvements. 


Financial investigation is work that touches upon many topics and is an 
important policy issue, and it is also meticulous and complex work. To do a 
good job in this work we must strengthen leadership and give full play to the 
role of the financial, auditing and tax departments and to the broad masses 
of financial personnel. Leading cadres must personnally take action and 
organize a large group of auditors, economists and business cadres with 
practical experience to participate in this work. The investigation must be 
strict, earnest and strong. The problem investigated must have a basis in 
evidence: one equals one and two equals two; there should be no exaggeration 
or understatement. We must have a scientific attitude toward the reasons and 
responsibility for violating financial and economic discipline, carry out an 
analysis and be determined to seek truth from facts. This way we can 
advantageously summarize our experiences, assimilate lessons and advance 

in our work. 


We must strictly handle the examination of all types of behavior that violates 
financial and economic discipline and presents the accumulation of the state's 


revenue, and we must know the whereabouts of every item. According to the 








stipulations of the state's policy, we must not allow units and individuals 
who violate the law and discipline to profit economically at the expense of 
others. Toward repeat violators of financial and economic discipline or 
toward units whose deliberate breaking of the law has serious circumstances, 
we must investigate and affix responsibility on the relevant leaders or 
personnel. Toward the discovery of such illegal economic cases as graft and 
embezzlement, speculation and profiteering and of bribery and bribe-taking, 
we must organize our efforts, carry out investigations and transfer those 
cases over to the judicial organs to be punished according to the law. In 
this work we must pay close attention to protecting the financial personnel 
and other peopie who expose the problems and we must strictly forbid reta- 
liation. Any discoveries must be dealt with according to party discipline 
and the state's laws. 


In our methods of investigation we must carry out the method of combining 
self-inspections, mutual inspections and assigned team inspections. We must 
determine the method of investigation based on the different circumstances of 
the leading group and the management, administration and auditing work of each 
enterprise and unit. Teams assigned by the concerned upper-level departments 
must carry out an inspection of those units that seriously violate discipline. 
They must grasp the key and give consideration to both sides equally. 
Inspection carried out through self-inspection, mutual inspection or assigned 
team inspection must not be performed perfunctorily. The concerned departments 
must organize their efforts and reexamine these units which do not earnestly 
carry out self-inspection. All enterprises and units upon completion of their 
examination must have met the following requirements: problems must be 
thoroughly investigated; problems discovered must be dealt with according to 
state regulations; tax revenues and profits to be handed over should be 
already on deposit; funds and allocations which must be returned must be 
repaid in full; and experiences and lessons must be summarized, the system 
perfected and the work improved. Those enterprises and units that are unable 
to achieve these requirements must make them up and achieve them within a 
limited time. 


Launching a major investigation of finances is a positive measure for 
promoting improved management and administration for enterprises and 
institutions and for improving economic results. We must on the one hand 
enforce strict discipline and resolutely return the money that each area must 
repay and on the other hand look toward the long term, promote improved 
administration of enterprises and institutions and improve results. We must 
consolidate and change each type of problem found in the habits of the 
relevant management and the management, administration and auditing work. We 
must combine the feasible promotional measures of enterprise consolidation 
and formulation, establish the necessary rules and regulations for perfecting 
this process, close up the loopholes and solidify the results of the audit. 


There is not much time left in this year. Financial and tax departments and 
auditing departments at all levels have a lot of work and serious tasks. 

They must put forth great effort in launching an inspection of finances. Thus, 
financial departments, tax departments, enterprises and institutions at al] 
levels must plan their efforts as a whole, concentrate their time and 

strength and under the leadership of the government of each area, pay close 
attention to this work right up to its completion. 
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FINANCE AND BANKING 


SYMPOSIUM ON DEVELOPMENT FUNDS FOR UNDERDEVELOPED REGIONS 
Beijing CAIZHENG [FINANCE] in Chinese No 11, 8 Nov 83 pp 17 


[Article: "Symposium Held in Beijing on Development Funds for Supporting 
Economically Underdeveloped Regions"] 


The National Symposium on Development Funds for Supporting Underdeveloped 
Regions was held in Beijing in the last 10 days of August. Participating in 
the symposium were a total of 80 people, including responsible comrades from 
the development fund management bodies; representatives from the financial 
departments, planning commissions, economic commissions, civil commissions 
and civil affairs departments of 18 provinces and autonomous regions; and 
representatives from the concerned departments of the central government. 
Members of the Standing Committee for Managing Development Funds for China's 
Underdeveloped Regions--Wang Bingqian [3769 0014 0051], state councilor 

and minister of finance; Duan Yun [3008 7189], consultant to the State 
Planning Commission; Li Ruishan [2621 3843 1472], vice minister of the State 
Economic Commission; Wu Jinghua [0124 4737 5478], vice minister of the State 
Nationalities Commission; Zou Entong [6760 1896 0681], vice minister of the 
Ministry of Civil Affairs; and Tian Yinong [3944 0001 6593], vice minister of 
the Ministry of Finance--attended the symposium. 


Tian Yinong in the opening speech introduced the circumstances for using 
national development funds. Tian Yinong said that since the state financial 
department set up development funds for underdeveloped regions in i980, 

500 million yuan have been appropriated every year, and the 4-year total is 

2 billion yuan. This amount supports the underdeveloped old-revolutionary 
bases, national minority regions, outlying districts and destitute regions. 
According to the statistics from 18 concerned provinces and autonomous 
regions, from the 3-year period from 1080 to 1982, 1.389 billion yuan were 
expended. Of this amount, 43.6 percent was used for agricultural purposes 
(including forestry, animal husbandry, sideline production and fishing) 

9.2 percent was used for communications construction in the countryside, 

10.5 percent was expended on the construction of electric power in the 
countryside, 3 percent was used to support cooperatives, brigades and enter- 
prises and 13.3 percent of the total went to cultural, educational and health 
facilities in the countryside. These expenditures improved the conditions for 
production in the underdeveloped regions, and they have had an excellent 
effect. 
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At the symposium, representatives from Shaanxi, Yunna, Jishishan Autonomous 
County in Gansu Province and Xingguo County in Jiangxi Province described 
their experiences in the utilization and management of development funds. 
They engaged in an earnest discussion with the representatives at the 
symposium concerning provisional methods for controling development funds, 
and they raised suggestions for improvements. 


At the conclusion of the symposium, Wang Bingqian made a speech. He said that 
in 3 years, under the leadership of the party and government of each region, 
each relevant department did a great deal of work and achieved great results 
toward the planning and control of development funds for underdeveloped 
regions. Not only did we accumulate preliminary work experience, but the 
results from the use of development funds also gradually improved. Yet 

there were also a few problems. Some of the funds utilized were dispersed, 
the scope of their use was sometimes not appropriate, the management of some 
funds was lax, supervision and inspection were not strict and in a small 
number of places graft, embezzlement, losses, waste and other phenomena 
occurred. We must take note of these problems and resolutely correct them. 

He summed up the experience of all regions with four main points: (1) Leaders 
must pay attention to personnally taking part and must establish a keen-witted 
and capable managing body; (2) we must arrange and use funds in a planned 
way and stress the main points; (3) we must resolutely adopt a policy whereby 
self-reliance is primary and state aid is secondary; and (4) we must strive 
for economic and social results in the application of funds. He stressed that 
development funds are special funds for supporting a change in the economic 
appearance of underdeveloped regions. They must primarily be used to change 
the fundamental conditions of agricultural production and to promote the 
development of construction in agricultural production. In the utilization 

of development funds, we must proceed from the actual conditions of each 
region, ensure key points, treat all equally and arrange projects in order of 
importance. Our support targets for development funds must consider the 
collective economy as primary and set up facilities that benefit everyone. 

It is feasible to carry out the method of both free economic aid and compen- 
satory aid for development funds. Any projects not receiving direct economic 
benefits can engage in gratuitous aid, and projects with economic results 

can engage in compensatory aid, will not accumulate interest and must make 
repayments within a limited time. He mandated that each region implement the 
spirit of the conference, make a comprehensive examination of the circum- 
stances of the use and the economic results of 3 years of development funds, 
earnestly deal with all problems discovered in the investigation, raise 
measures for strengthening management and improving work in the future and 
competently manage and use these funds. 
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FINANCE AND BANKING 


NEED TO CONTROL COMMERCIAL CREDIT EMPHASIZED 
Beijing JINGII RIBAO in Chinese 4 Oct 83 p 2 


[Article by Liu Zhangjie [0491 0594 2638] and Zhang Tingsheng [1728 1694 3932]: 
"Strengthen Commercial Credit Control"] 


[Text] Recently, the Hebei Provincial Agricultural Bank conducted an 
investigation into 940 rural commercial enterprises located in 39 cities and 
counties, in order to get acquainted with the current status of commercial 
credit. Findings from the investigation suggest that measures be taken to 
guide the commercial credit to move in the right direction and strengthen 
its control. 


Since the 3d Plenum of the llth CPC Central Committee, along with the step-by- 
step implementation of various economic policies commercial credit throughout 
Hebei Province has grown enormously. It is unique in that it takes various 
forms which are widely available and worth a great amount of money. Among 
the more widespread forms are five major credits, namely, accepting advances, 
paying advances, consignment of goods for sale by proxy, credit sales, and 
credit accounts. Commercial credit covers a wide area, involving not only 
wholesale and retail sale enterprises but also state-run commercial and 
collective enterprises as well as individual households. Commercial credit 
also involves an enormous amount of money over a prolonged period of time. 

As of the end of June, more than 11,000 commercial credits worth more than 56 
million yuan were approved by 940 units in 5 prefectures under investigation. 


Practice shows that a proper liberalization of commercial credit and the 
adoption of such measures as credit sales, sale by proxy, sale on commission, 
and installment payment terns to dispose of long stockpiled materials and 
commodities will help stimulate the flow of material supplies, enliven market, 
and conclude more deals in commodity purchase and sale. Particularly note- 
worthy is the highly popular approach of employing sales agents who can find 
buyers of those long stockpiled, unmarketable commodities, as well as markets 
for new products. 


A major problem that currently exists in commercial credit is that some 
units which produce commodities in great demand or sell undersupplied goods 
have taken the liberty of accepting orders with prepayments, thus disrupting 














the aormal account-settlement and financing processes, weakening the role of 
banks as their overseers, and adversely affecting the implementation of the 
state material distribution plans. What Hebei Province now faces is a serious 
problem stemming from timber producers’ willingness to accept orders with 
prepayments. Timber producers and dealers in other provinces have also 
demanded their customers to pay first before their orders can be delivered. 
As a result, the funds from the timber purchasers have been held up over a 
long period of time. A large quantitiyv of timber at negotiated prices has 
been cold with the condition that any order be paid in advance before it can 
be delivered. In this way, the planned distribution of state-controlled 
materials in short supply and the implementation of the pricing policy have 
been disrupted. In selling the means of agricultural production in short 
supply, some rural commercial departments have resorted to the same advance 
pay tactics at the expense of peasants’ interests. These are tactics in 
which they can do business without capital. According to an investigation, 
during the first half of this year, farm machinery supply departments in 
Chengde, Cangzhou, Zhangjiakou and the City of Shijiazhuang received from 
peasant-purchasers of small tractors 180 advance pays totalling 640,000 yuan. 
Last February, a peasant in Luanping County obtained a loan of 4,400 yuan 
from a credit cooperative as an advance payment for an order that was never 
delivered. After receiving a refund, he had to pay more than 104 yuan in 
interest. Some units which have agreed to the advance pay procedure in hopes 
of obtaining commodities in short supply have not only wasted their money and 
increased their interest payments but also have become victims of fraud. For 
example, a basic level supply and marketing cooperative in Shijiazhuang City 
once remitted more than 130,000 yuan to a seller in Liaoning through personal 
relations for purchase of plywood. In the end, it was duped, losing more than 
10,000 yuan. 


By withholding funds from commodity sales over a prolonged period of time, 
some units acting as sales agents have seriously affected the turnover of 
funds of the party they represent, while giving the public a false impression 
that their economic results are sound. According to incomplete statistics 
tabulated by five prefectures and cities, 1s of the end of June, some sales 
agents withheld more than six million yuan from the parties they represent, 
and even part of it for as long as a year. By withholding the funds from sale 
on behalf of another party over a prolonged period of time, a county farm 
machinery company has been able to turn its deficit account of over 800,000 
yuan in bank loans into an interest-earning account of over 600,000 yuan. In 
this way, it has been able to cut down interest payments on the loan and 
increase interest earnings from its deposit account. As a result, the 
regular channels of fund supply and the bank loan recalling plans have been 
disrupted bringing serious disorder to the process in which enterprises 
utilize funds among themselves. 


The above fact indicates that commercial credit has both positive and 
negative aspects. One must understand that the availability of bank credit 
without commercial credit will not be conducive to enlivening the economy. 
But allowing commercial credit to run out of control will also cause many 
problems. In the future, we must uphold the principle of relying mainly on 
bank credit and supplementing it with commercial credit, and give active 
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support to those commercial credits that will help step up the flow of 
materials, enliven the market, and improve economic results, while tightening 
up the control over other commercial credits which do not serve the interests 
of the planned economy, which hurt bank credit, and which will create more 
problems than they solve. We must guide such credits in the correct 
direction, and strengthen their control. Under no circumstances can they be 
allowed to run out of control. 


Commercial credit must be circulated in a well-controlled way. We must 
continue the enforcement of the State Council's relevant regulations. With 
the consent of responsible departments and banks, it is advisable to sell 
those long stockpiled materials and commodities by means of sale on credit, 
sale by installment payments, sale by proxy, and sale on commission. 
However, commercial credit should never be used to promote the sale of 
products manufactured in a rough and slipshod way and poor quality products 
sold at high prices. No one should be allowed in violation of regulations 


governing the settlement of accounts to accept any prepayments or make 
advance payments for any order not yet delivered. Nor should anyone be 
allowed to fall behind in payments for goods received. 


Banks must strengthen the control of account settlements, and related 
discipline, and make conscientious efforts to investigate and reorganize 
enterprises which have accepted prepayments or made advance pay for orders to 
be delivered, and which have practiced credit accounting. Any unit which 

has accepted prepayments must deposit them in a special bank account, refund 
any overpayments and settle accounts on the date of delivery of orders. 

Banks must charge enterprises penalty interest for deferred credits and 
accounts receivable according to regulations or before the normally scheduled 
date. The situation in which sales agents are allowed to use payments for 
goods they sell on behalf of another party over a prolonged period of 

time should be changed. To prevent funds from the sale of goods by agents 
from disrupting the credit plans, in the future, enterprises which will act 
as sales agents for other enterprises must be prohibited from including 

such sales in their own circulating funds. Instead, they must open "a 
special deposit account of such transactions" with the bank and enter all 
sales of this kind into this account, and settle it with their counterparts 
on schedule. Banks at various levels must strengthen the discipline with 
which accounts are settled, conduct an investigation into enterprises guilty 
of violating account-settling regulations, and make prompt efforts to solve 
problems arising therefrom. It is suggested that every commercial department 
must conduct an investigation into its subdiary enterprises which have used 
commercial credit, study ways to solve existing problems, and establish and 
improve the necessary control system. While acting as a commodity sales 
agent, an enterprise must establish and improve its contractual system, and 
establish an account of commodity sales it has carried out on behalf of 
another party and make it truly reflect entries of stock on hand, sales, 
deposits, and balances. The responsible departments of enterprises must 
closely coordinate with banks in guiding commercial credit to develop in 

the correct direction, in making it play a positive role, and in preventing 
it from playing a negative role. 
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FINANCE AND BANKING 


BUSINESSMEN NOTIFIED OF THEIR TAX OBLIGATIONS 
Beijing JINGJI RIBAO in Chinese 7 Oct 83 p 1 


[Article: "Individual Industrial and Commercial Households Must Pay Taxes 
as Required by Law") 


[Text] In order to step up the enforcement of the tax law, protect national 
interests, and enhance the healthy development of individual economies and 
country fair trade, a "Circular Concerning Tax Payments by Individual 
Industrial and Commercial Households as Required by Law" will be issued on 

8 October by the General Taxation Bureau of the Ministry of Finance in 
accordance with the related decision by the State Council. The "Circular" 
contains the following four main points: first, individual industrial and 
commercial households must strictly observe the constitution and state 
taxation policies and decrees, consciously put themselves under the control 
and supervision of the taxation agencies, and pay taxes as required by law. 
Second, when they open or go out of business or when they change their 
addresses or the nature of their businesses, they must fill out registration 
forms for taxpayers according to the provisions of the "Circular Governing the 
Registration of Taxpayers" dated 1 September 1982. Violators will be fined 
according to article 7 of the above "Circular." Third, individual industrial 
and commercial households pursuing joint operations or hiring people to carry 
out production and business operations must keep accounts of their business 
transactions along with vouchers. They must truly record all transactions, 
faithfully report to taxation agencies their business turnover and incomes, 
and provide them with circumstances and data for their verification. Anyone 
found guilty of cheating on taxes, tax evasion or delaying tax payments shall 
be punished according to the state tax laws and regulations. When conditions 
permit, individual industrial and commercial households must also keep 
accounts of their business transactions along with vouchers. Fourth, stern 
measures pursuant to the state laws and regulations must be taken against 
individual industrial and commercial households found guilty of evading and 
resisting tax payments. Such serious cases as that of violating the article 
121 of the "PRC Criminal Law" which constitute a crime of evading and 
resisting tax payments, and that of beating up tax collection cadres and 
besieging taxation agencies which constitute a violation of the articie 157 
of the same criminal iaw a crime of threatening state personnel with brutal 
force and obstructing them from carrying out their lawful duties must be 
brought to the attention of the judicial departments and prosecuted according 
to law. 
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FINANCE AND BANKING 


INCREASES IN PROVINCIAL REVENUE STEADY 
Chengdu SICHUAN RIBAO in Chinese 20 Jan 84 p 1 


[Text] In 1983, Sichuan Province's financial revenue surpassed the level 
assigned to it by the state. For the first time, it exceeded the 4 billion 
landmark, with revenue reaching 40.65 billion yuan. This amounted to 109 
percent of its budget for the year, 13.65 percent higher than the figures for 
the previous year, and represented the highest rate of growth since 1980. 
Within this figure, industrial income amounted to 785 million yuan, 13 percent 
more than in the previous year. Industrial an’ commercial taxes amounted to 
3.124 billion yuan, 10.88 percent higher than in the previous year. Return 
on investment also improved. Simultaneous increases were realized in the 
product value, profits and financial revenue turned over to the higher 
authorities. We had not seen such favorable phenomena in years. 


The above has occurred primarily because party committees and all levels of 
the government have conscientiously and diligently implemented the series 

of policies and principles formulated by the State Council, thereby 
facilitating the continuous development of industrial and agricultural 
production. At the same time, relevant departments must continue to 
coordinate closely, to grasp enterprise consolidation solidly and to strive 
to turn losses into profits in order to facilitate decreases in industrial 
enterprise losses, relative product costs, waste in commodity circulation, 
losses by grain and oil enterprises and subsidies for disparities in prices. 
They must carry out the restructuring of financial systems, have state-run 
enterprises pay taxes instead of remitting their profits and mobilize the 
initiative of the localities and enterprises in order to facilitate regular 
increases in the income of each city, prefecture, autonomous prefecture 

and county. They must further strengthen financial management, impost strict 
financial discipline, control the scale of investment in capital construction 
and the amount of the bonuses awarded, carry out inspection of the financial 
activities and tax remittances of enterprises and carry out the supervision 
of the utilization of funds in order to achieve better results with respect 
to the conservation of expenditures and in order to take the necessz ‘y 
important steps along the path toward creating a new situation in our 
province's financial work. 


12582 
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FINANCE AND BANKING 


RECOVERY RATE OF AGRICULTURAL LOANS HIGH 
Harbin HEILONGJIANG RIBAO in Chinese 11 Jan 84 p 1 


[Text] In 1983, Heilongjiang Province achieved unprecedented improvement 

in its recovery of agricultural loans, thereby guaranteeing the availability 
of funds for loans to be arranged in the coming year. According to statistics 
of the Heilongjiang provincial branch of the Farmers’ Bank through the end 

of last year, the entire province recovered loans in the amount of 751.99 
million yuan, fulfilling 103 percent of its plan, with a recovery rate of 

92.6 percent. At present, the process of loan recovery still continues. 


In 1983 Heilongjiang Province's agricultural system implemented the 
agricultural loan responsibility system. The more the revenues the more 

it lent out, but if revenues were lower, the state would not subsidize then, 
leading the individual areas to pay close attention to loan recovery. 
Nanjiang and Suihua Prefectures were the first to fulfill their responsi- 
bilities with respect to loan collection, and all of the counties in 
Mudanjiang Prefecture fulfilled their responsibilities. By the end of the 
year, 57 cities and counties in the entire province had already fulfilled 
their loan collection responsibilities for the entire year. 


In the course of loan recovery, those contractors who enthusiastically pay 
back their loans should be issued letters of credit, and in the coming year 
those who possess letters of credit will be given priority in receiving new 
loans and will be able to receive them without a guarantor. At present, 
already 30 percent of the entire province's agricultural households have 
taken the lead in obtaining letters of credit. 


When the province's agricultural organization formulated the loan payback 

plan, it allowed appropriate reductions and exemptions for those areas 
encountering natural disasters. Those entities which possess the capability 

to pay back their loans but are not making payments when the payments are 
being collected should have their interest rates raised and should be prevented 
from obtaining new loans in the coming year. On the other hand, those entities 
encountering difficulties should be taken care of in an appropriate manner. 
Last year over half of the land of the Ludong Production Commune was flooded. 
After the agricultural organization carried out its investigation, it cut the 
commune's responsibility for its 120,000-yuan outstanding loan in half, and it 
did not raise the interest rate on the portion of the loan on which the 

commune had delayed payments. 
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FINANCE AND BANKING 


BRIEFS 


GUANGXI BANKS SUPPORT PRODUCTION--Agricultural banks at all levels in Guangxi 
region have vigorously supported specialized households and major households 
to develop commodity production. Last year, they issued loans of some 200 
million yuan to over 400,000 specialized households and major households 
throughout the region to promote the development of rural commodity production. 
Since last spring, they have issued loans of some 25 million yuan to over 
75,000 specialized grain households to develop commodity grain production. 
[Summary] [HKO41047 Nanning Guangxi Regional Service in Mandarin 1130 GMT 

1 Apr 84] 


INCREASE IN SAVINGS--By the end of 1982, the balance of savings deposited by 
residents in urban and rural parts of Fujian Province reached 2.091 billion 
yuan, 2.2 times greater than 1978's 856 million yuan. This represented an 
increase in savings from 27 yuan in 1978 to 80 yuan in 1982 per capita. Of 
these savings, 1.477 billion yuan or 1.7 times more than in 1978 was 
deposited by urban residents, 614 million yuan was deposited or 4.6 times 
more than in 1978 by peasants. [Text] [Fuzhou FUJIAN RIBAO in Chinese 3 Oct 
83 p 1] [9574] 
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MINERAL RESOURCES 


DEVELOPMENT OF SHANXI SULPHUROUS LRON ORE URGED 


Taiyuan SHANXI RIBAO in Chinese 14 Jan 84 p 2 


[Article by Chen Guangrong [7115 0342 2837]: "Work Hard to Accelerate the 
Production of Sulfurous Iron Ore"™] 


[Text] Sulfurous iron ore is the primary material in the production of 

sulfur and sulfuric acid. Sulfur and sulfuric acid are widely used in modern 
industry and are especially essential in the chemical industry. At present, 
sulfur and sulfuric acid are scarce products in our country. In recent years, 
our nation has had to expend large amounts of foreign currency to import 
hundreds of thousands of dun of sulfur and sulfuric acid. Even so, these 
products still do not meet the demand. 


The reserves of sulfurous iron ore in Shanxi are abundant. Presently, 

146 sulfurous iron ore deposits have been discovered throughout the province. 
According to the concerned departments, geological exploratory data that we 
have in hand and long-term mining practice have already made it clear that 
within our province’s five large carboniferous coal fields covering more 

than 54,000 square kilometers, there exists sulfurous iron ore in differing 
amounts. It is estimated hat of the prospective reserves of the major areas 
among these, those with the greatest density, the conditions with the most 
favorable geology and mining technology and the most reliable material could 
reach 4 billion dun. Not only are our province’s reserves of sulfurous iron 
ore vast, but the quality is high, the seams are steady and the depths are 
not great, making it easy to mine and sort. It ordinarily requires 8 to 9 
years to build a large- or medium-sized sulfurous iron mine in other areas, 
with an investment of more than 100 yuan for every dun of production 
capability. But to build a sulfurous iron mine on the same scale in our 
province requires a construction turnaround time of only 4 to 5 years and 

an investment of only approximately 50 yuan for every dun of production 
capacity. If we jointly mine other minerals at the same time, the economic 
results would be even better. 


Since the 3d Plenary Session of the llth Party Central Committee, our province 
has greatly stepped up the pace of opening sulfurous iron mines. According 

to the statistics of the concerned departments, throughout the province there 
are already more than 150 enterprises producing sulfurous iron ore or sulfuric 
acid, and the annual volume of sulfurous iron ore production has already 
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reached more than 600,000 dun, representing better than one-sixth of the 
annual national production of sulfurous iron ore production within the 
chemical industrial system; and the annual volume of sulfuric acid production 
has reached 60,000 dun, representing one-fifth of the total national output 
of sulfuric acid. But the problems that exist in mining sulfurous iron ore 
are many. first, geological exploration work is relatively weak. Up to now, 
reconnaissance surveys throughout the province have only covered 30-40 square 
kilometers, representing only one five-thousandth of the total area where 
survey prospects look relatively good. Second, the volume of sulfurous iron 
ore shipped out of the province is not great. In recent years, because of 
the tight situation with rail freight capacity, vast amounts of coal have 
been shipped, squeezing out shipments of sulfurous iron ore, causing 
tremendous overstocking of sulfurous iron ore and creating a passive 
situation in which transport determines production. In addition, mining 
techniques are relatively backward. And there are many problems remaining 
with the management systems, with mining carried out in a disorderly state. 
In view of the situation outlined above, we recommend that in the production 
of salfurous iron ore and sulfuric acid, the concerned departments work hard 
on the following matters. 


1. Speed up geological exploratory work. At present, the three geological 
corps of the Chemical Industry Department Mining Bureau and the Provincial 
Geological Bureau are carrying out reconnaissance exploration work in the 
area around the city of Yangquan and Hejin County. We hope to build on this 
foundation and increase several times the number of geological reconnaissance 
corps, to work hard to complete the originally planned exploration task by 
1987 and to accumulate more than 100 million dun of industrial and prospective 
reserves. At the same time, we must strengthen comprehensive exploration and 
rapidly establish a rational exploratory network. 


2. Do a good job with the technical reform of existing mines, equipping 
mines with advanced techniques and equipment, raising the rate of return 
on funds, expanding productive capabilities and doing well in the work of 
replacement to maintain mine production. 


3. Carry out rational system reform. State-run and brigade-run enterprises 
producing sulfurous iron ore and sulfur should implement unified management 
and loose coordination of production, supply, marketing, personnel, finances 
and materials. We must put the transport of sulfurous iron ore into the 
state plan, guaranteeing transport out of the province. 
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INDUSTRY 


MINISTER INTERVIEWED ON MICROELECTRONICS TECHNOLOGY GROWTH 
Beijing RENMIN RIBAO in Chinese 23 Jan 84 p 3 


[Interview wtih Wei Mingyi [7614 7686 0001], deputy minister of the Ministry 
of Electronics Industry; Date, Place and Interviewer Not Given] 


[Excerpt] Question: What is the current situation in the microelectronics 
industry in China? 


Answer: There have been rapid developments in integrated circuits in China 
in recent years, and technological levels have improved continually. 
Currently, about 300 medium- and small-scale integrated circuits can be 
produced according to international standards. Some circuits have already 
reached foreign levels of the 1970's. We now basically understand the 
technology used in integrated circuits at the scale of about 10,000 discrete 
components, and small amounts can now be produced. Designs have been 
finalized for varieties with 20,000 to 30,000 components. 


Developments in microelectronics technologies in China still lag far behind 
advanced world levels. We still lack effective and concrete measures for 
developing this technology, and these is still no unified planning and 
cooperation. This means that our limited strengths cannot play a full 
role. Investments in the microelectronics industry are scattered. There 
are too many factories, the amounts produced are small and costs cannot 

be decreased. This has influenced developments in this area. 


Question: How can microelectronics technologies be developed in China? 


Answer: It is imperative that China develop microelectronics technologies. 
They should be given priority in development. There should be strengthened 
centralization of leadership and unified planning to adopt effective measures 
for organizing our limited human, material and financial resources and 
overcoming the phenomena of decentralization and repetition. 


Microelectronics technologies are multidisciplinary and are based on materials 
technologies. Along with the development of microelectronics technologies 
there will be ever-increasing demands for materials. Development of micro- 
electronics technologies should first of all pay attention to materials 
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technologies, including the development of new materials, techniques and 
functions. Developmental plans should be formulated for developing 
electronics materials and make the necessary increases in investments. 


Microelectronics technology is a new technology which cuts across dis- 
ciplines. It is a microcosmic processing industry that is connected with 
70 different areas of specialization. This specialized knowledge is an 
important resource for developing microelectronics technologies. China 
currently lacks the qualified personnel for microelectronics technologies, 
and the renewal of knowledge in our existing ranks cannot keep up with 
international developments. We must certainly give attention to investing 
in knowledge and adopt many different routes to train versonnel as rapidly 


as possible. 


The information-processing industry appeared following the development 

of microelectronics technologies. It includes the software industry, 
training, applications services, maintenance and so on. Development of 
information processing and its broad applications are especially important 
for technical transformation in all sectors of the national economy. Thus, 
China should strengthen its development of the information-processing 
industry. 
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INDUSTRY 


LASERS PLAYING NEW ROLES IN NATIONAL ECONOMY 
Beijing JINGJI RIBAO in Chinese 18 Jan 83 p 3 


[Article: “Lasers Are Beginning to Play a Role in China's National Economy-- 
They Provide New Measures for Dealing With Economic Construction"] 


[Text] Since the development of the first ruby laser in China in 196l, 
there have been 500 to 600 scientific research achievements to date in 
the industrial and agricultural sectors of the national economy. About 
half of these achievements have been extended and utilized, and many of 
them have provided certain economic benefits. 


In industry, the earliest application of lasers was for drilling holes. 
Lasers are universally used for drilling holes in watch jewel bearings 

in China now. Watch parts factories in Shanghai and Suzhou have used 
advanced rapid laser drilling machines in recent years. Holes can be 
drilled in 13 to 16 bearsings per second, and the rate of meeting specifi- 
cations reached 98.9 percent. Production increased 70-fold compared to 
mechanical drilling. 


Many units in the country have perfected welding in special miniature com- 
ponents. For example, laser welding has been used in welding components 
for hermetically sealed aviation instruments, temperature sensors, cardiac 
pacemakers, and so on. Some products used old crafts in the past and 
quality did not improve. After adopting laser technologies, quality levels 
were high. 


Numerically controlled laser slicing is used for cutting metal plate in 
some automobile and air-raft plants in China. It not only can cut flat 
and curved metal plate, but can also cut parts with spaces and curved 
surfaces. This technique can reduce production costs and shorten the 
production cycle. 


Their use in heat treatment technologies such as laser hardening of the 
interior surfaces of tractor engine cylinders can double cylinder life, 
the same as doubling cylinder production under identical conditions of 
materials consumption and worktime. The economic benefits are quite 
obvious. Scientific research achievements in this area are now being 
tested in factories. 
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Wide application of laser collimation guidance has also been achieved. 

A substantial number of products like laser collimators, guides, surveyor's 
levels and so on have an estimated total sales volume of 5,500 units. 

Large numbers of them are used in mining, shipbuilding, construction, 
machine installation and other activities. Laser collimators are playing 

a role in construction of international airports, skyscraper architecture 
and underground tunneling, as well as in geodesic and engineering surveys. 
Laser collimator techniques have been used recently for installation of 

300 MW turbogenerators, reducing worktime by 40 days compared to traditional 
methods, which implies that an additional 200 million kWh can be generated. 


Nondestructive holographic measurement with lasers have been used in 
communications, transport and other departments and can raise safe opera- 
tion coefficients. 


Beginning in the 1970's, China also undertook research in many areas related 
to laser applications in agriculture. Using laser collimators in land 
leveling is not only simple and easy, but can also increase production. 
During a special conference opened in April 1983, related personnel 

reported that they had achieved many successes in the application of 

lasers in veterinary medicine. There are also prospects for using lasers 

in crop breeding and other areas. 
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INDUSTRY 


GUANGDONG DEVELOPS ELECTRONICS INDUSTRY 
OWO31001 Beijing XINHUA Domestic Service in Chinese 0040 GMT 2 Apr 84 
[Article by reporter Chen Bingguang] 


[Excerpts] Guangzhou, 2 Apr (XINHUA)--Guangdong's electronics industry has 
actively developed electronic products by using advanced technology and equip- 
ment introduced from abroad. The gross production value of the province's 
electronics industry currently ranks the fourth in the nation. 


In recent years, Guangdong Province has developed the production of electronic 
products rather quickly, with the gross output value increasing by 40 per- 
cent annually. In 1983, the gross output value topped 800 million yuan, 
overfulfilling 2 years ahead of schedule the target set for the final year 

in the sixth 5-year plan. 


In the past, Guangdong's electronics industry lacked a sound foundation. 
Since the irplementation of the open-door policy in 1979, the industry has 
imported advanced technology and more than 2,500 pieces of equipment and 
instruments valued at $15 million by using various forms of foreign invest- 
ments, such as doing processing work with imported materials, compensatory 
trade, and joint ventures with Chinese and foreign investment. With this 
imported technology and equipment, plus nearly 1,000 pieces of Chinese-manu- 
factured auxiliary equipment, the industry has setup 75 new production lines 
and raised its technological level to a remarkable extent. Last year the 
province's output of tape recorders increased by 50 times compared with 1979, 
while the production of television sets and electronic elements grew by 400 
and 200 percent respectively. Over one-half of these products were sold 

to more than 20 provinces and municipalities in the country. Two years ago, 
the production of microcomputers was still in the development stage. Now 

the province has 14 factories and shops that can turn out over 30 different 
varieties of main equipment and accessories. Their total production capacity 
amounts to some 1,000 microcomputers annually, and the product quality is 

up to 1970's international standards. 


Last year, the industry established a leading organization for importing 
foreiga technology and equipment, and worked out an overall plan for techno- 
logical transfers from abroad. Among the key items thus far imported from 
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abroad are equipment for making such basic products as integrated circuits 
and electronic elements. Most of the equipment that has been installed and 
put into operation is relatively advanced electronic equipment. With the 
application of such equipment, the variety of electronic products made in 
the province has increased from some 100 in 1982 to more than 200 at present. 
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INDUSTRY 


BRIEFS 


PROGRESS IN DEVELOPMENT OF ROBOTS--Beijing, 31 Mar (XINHUA)--About 100 domes- 
tic-made robots are being used in China's machine-building, motor-vehicle, 
electronic, petrochemical and light industries, as well as in scientific 
research institutions. This marks a progress in China's robot research and 
development, but also shows that the country is still far from the world 
level in this field. Most of China-made robots are single- or two-arm devices 
capable of simple, programmable work, "first generation" robots. China has 
made only a small number of second-generation robots capable of sensing 
external information, such as force and with a response to visual and tactual 
intormation, and they are still in the laboratory experimental stage. China 
has not yet made third-generation robots, which are characterized by a poten- 
tial for learning, reasoning, decision-making and planning in accordance 

with environmental information and programmed instructions. Forty robots 

are used in Shanghai, the largest industrial and commercial center of China. 
Reijing, Tianjin municipalities and coastal Jiangsu Province each has about 
ten robots. [Text] [0W310835 Beijing XINHUA in English 0803 GMT 31 Mar 84] 


HALNAN BUREAU BECOMES COMPANY--To meet the needs of exploiting and building 
Hainan District, the Hainan Distirct Metallurgical Industrial Bureau was 
recently changed from an administrative organ into an economic organ--the 
Hainan Nonferrous Metal Industrial Company. Since its establishment, the 
company has exercised unified management in respect of manpower, financial 
and material resources, production, supply and marketing in all nonferrous 
metal industrial departments and affiliated organizations. With the estab- 
lishment of the company, the number of intermediate links can be reduced and 
production, supply and marketing cannot be divorced from one another, thus 
promoting the rational exploitation and full utilization of resources and 
heightening competitive ability. [Summary] [Haikou Hainan Island Service 
in Mandarin 0330 GMT 23 Mar 84] 
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DOMESTIC TRADE 


SHANGHAI STEPS UP FLOW OF GOODS TO DOMESTIC MARKET 
Shanghai JIEFANG RIBAO in Chinese 5 Oct 83 p 1 


[Article by correspondents Wang Zhiwei [3769 1807 0251] and Gao Xiaoxiao 
[7559 5135 4562]: "An Average of 2,500 Tons of Commodities Was Shipped 
Daily from Shanghai to Various Localities"] 


[Text] During the first eight months of this year, an average of 2,500 

tons of commodities was shipped daily from Shanghai's railway stations 

and port to other parts of the country. During this period, more than 

5.28 billion yuan worth of commodities in various categories, which 
represented an increase of 2.58 percent over the corresponding period of 
last vear, was exported from Shanghai to various fraternal provinces, 
municipalities, and autonomous regions. By stepping up the flow of goods 

in this manner, Shanghai not only has provided vast numbers of people in the 
interior with what they need but also has led its industrial departments to 
step up the development of production. This achievement should be attributed 
to efforts made by the Shanghai commercial departments since the 12th Party 
Conyress to carry out policies for economic reform, increase channels of 
circulation, streamline the links of circulation, and diversify the economy. 


Shanghai's industrial products for daily use have markets not only in rural 
villages but also in cities throughout the country. Since the 12th CPC 

Party National Congress, the six stations in charge of purchase and supply 

of industrial goods for daily use under the First Commerce Bureau of Shanghai 
Municipality have stepped up the flow of industrial goods to other parts of 
the country. In addition to doing a good job in providing second class 
supply stations with goods, they have actively developed various circulation 
channels through which goods are supplied, including a number of selected 
county level wholesalers. Moreover, some major economic distributing centers 
have been selected to display samples of Shanghai products for the benefit 

of their prospective purchasers, and to broaden the avenues of their 
circulation. Stationery, knitwear, and communications and telecommunications 
purchase and supply stations have opened sample display rooms in Shenyang, 
Chengzhou--Wuhan, and other cities so that exhibitions would be followed by 
sales. These exhibitions have been highly welcomed by local wholesale and 
retail sale units and have been responsible for increasing market supplies 

in rural areas. It has also provided convenient opportunities for peasants 








to inspect and buy goods. Many purchase and supply stations have opened 
commodity display windows as additional sale outlets, in coordination with 
metropolitan department stores. The polyester fiber dresses sold by the 
knitwear station have become items highly welcomed by residents in Beijing, 
Chengdu, Harbin and Urumqi since it established coordination with department 
stores in these cities. 


Through the adoption of many commodity distribution channels, the commercial 
departments have also diversified their ways of business operation. The 
concerned purchase and supply stations have signed one year or longer term 
regular sale agreements of mutual benefit with some 136 provincial and 
prefectural level commercial wholesalers throughout the country, thus greatly 
raising the ratio of Shanghai goods to those from cther areas on market. For 
example, after signing agreements with more than 40 prefectures in Sichuan, 
Fujian, Heilongjiang, Jiangsu, Zhejiang, and other provinces, the grocery 
station has increased its commodity supply by more than 20 percent while 
these prefectures have registered an increase from 30 or 40 percent to more 
than 50 percent in the quantities of Shanghai goods they market. Another new 
way of doing business takes the form of invitation and send-off. Invitation, 
means that the industrial and commercial sectors can jointly invite 
representatives of commodity purchasers in various places to Shanghai to 

hold meetings during which additional goods above the quota can be 
concentrated and distributed. Samples of actual products can be displayed 
and selected, and deals can be concluded freely. Since the beginning of this 
vear, six meetings of this kind have been held and attended by more than 
10,000 representatives of more than 2,000 units from various parts of the 
nation. During these meetings, deals worth more than 680 million yuan were 
concluded, offering them goods that could not be made available during the 
regular distribution planning meetings. Sending off means sending people to 
various parts of the country to attend regional commodity exchange meetings 
through which additional goods can be distributed. Since the beginning of 
this vear, more than 300 persons have been sent and organized by various 
purchase and supply stations into more than 900 small teams to visit 
southwest, central south, northeast, north, northwest, and east parts of 
China. Bringing with them samples of goods, they have attended meetings 

in more than 200 places they visited, and advertised their products by 
visiting customers. According to incomplete statistics, during the first 
eight months of this vear, commodity sales rose steadily until they exceeded 
60 million yuan. 


The adoption of various circulation channels and diverse ways of doing 
business have led Shanghai to expand its market, and have provided direct 
opportunities for it to gather nationwide marketing information, deepen its 
understanding of needs of residents of small and medium-sized cities, rural 
villages and minority areas, speed up the process of feedbacks on commodities 
which will encourage the industrial departments to make prompt, simultaneous 
efforts to promote production and diversify varieties during experiments 

with new products. For example, in the course of seeking to expand its 
market, they have become aware of different needs of people in different 
places. Take textiles for example. Most residents in south China and along 
its coast prefer polyester fiber over median and long fiber cloth while people 











in Sichuan welcome durable khakis and median and long fiber gabardine. The 
industrial departments can move swiftly to address this problem as soon as 
they are provided with this information. After the prices of textile goods 
were adjusted, various places complained of certain products devoid of new 
colors and varieties because they were tired of “old faces." This complaint 
requires both the industrial and commercial sectors to study together to 
develop new products, and brand-name commodities. Since the beginning of 
this year, multiple efforts have been made by various purchase and supply 
stations to increase new varieties and colors by more than 2,300 kinds, 
including 17 new types of gilded wrist watches for women, and nearly 600 
kinds of woolen textiles woven with thick warp and thin weft. Recently, data 
on various categories of commodity and marketing information gathered from 
various parts of the country were concentrated and displayed in an 
exhibition of "four comparisons" aimed at stimulating the industrial depart- 


ments to face up to problems resulting from production, problems that need 
to be solved promptly. Only in this way can more marketable products be 
produced. 
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JINGJI GUANLI ON PRC-JAPAN JOINT VENTURE COMPANY 
HKO91211 Beijing JINGJI GUANLI in Chinese No 3, 5 Mar 84 pp 38-41, 45 


[Article by Sun Guanhua [1327 6034 5478] and Wang Yuan [3769 0337]: "We Must 
Attach Importance To the Summing Up of Experience Acquired From Joint 
Ventures--An Investigation of the Fujian-Hitachi Television Company Ltd"] 


[Text] The Fujian-Hitachi Television Company Ltd (referred to as the Fujian- 
Hitachi Co) is the first enterprise under joint Chinese-overseas management 
and investment in China's electronics industry. Fujian Province invested in 
the enterprise and the company is managed under joint investment by the Fujian 
Electronics Import and Export Corporation, the Hitachi Works Ltd, Hitachi 
Household Electrical Appliances Marketing Co Ltd, and Toei Co, Ltd. Over the 
last 2 years the Fujian-Hitachi Co has been importing advanced production 
machinery and technology from abroad, it has also been paying attention to 
absorbing and borrowing from some overseas scientific management methods, 
thereby providing us with many useful experiences in studying and learning 
trom advanced overseas management experiences. 





fhe Overall Situation in the Fujian-Hitachi Co 


At the beginning of 1981, after more than a year of negotiations between China 
and Japan, the Fujian-Hitachi Co signed a contract for a 15-year period and 
after the signing of the contract they began implementing overall technological 
transformations on the site of the previous Fujian electrical equipment plant. 
On 15 April of the same year, the company was set up and on 8 June it officially 
went into production. 


Total investments in the Fujian-Hitachi Co amounted to 3.6 million yuan, with 
half provided by China and half by Japan. The Chinese side brought shares in 
kind by providing the factory, machine repair equipment, and welfare instal- 
lations of the original Fujian electronics equipment plant. Japan bought 
shares by providing three automatic production lines and testing equipment for 
a planned annual production capacity of 380,000 television sets (180,000 black 
and white and 200,000 color). The company now has 719 employees 568 of whom 
are directly employed in production and 151 indirectly, thus making up 79 
percent and 21 percent of the total work force respectively. Products manu- 
factured include 12 inch black and white television sets, 14 and 20 inch color 
television sets, and 26 inch color television tubes. During the first 3 vears, 
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products will mainly be [word indistinct] in China with a small number being 
exported and after this, more will be sold abroad. 


During the early days of production at the Fujian-Hit:.chi Co, most of the 
parts for television assembly came form factories abroad. The contract for 
joint financing and joint management specified that within 3 years of going 
into production, the use of domestic parts much reach at least 50 percent. 
Thus the Fujian-Hitachi Co contacted 112 electronic parts factories throughout 
China and has signed agreements with 71 of them for technological sets; 56 of 
these factories have already provided 420 different kinds of developmental 
sample products. By 1982, Fujian-Hitachi Company's use of domestic parts in 
the assembly of televisions reached more than one-third of the total value of 
all parts. It is estimated that the percentage of domestically produced parts 
used will reach more than 50 percent by 1983 and by 1984 this usage will reach 
around 90 percent for black and white television sets and between 60 and 80 
percent tor color sets. 


Originally the Fujian electronic equipment plant ran at a loss and during the 
6 years from 1975 to 1980 it amassed losses of around 417,500 yuan. After 
the joint venture began there were enormous improvements in output, production 
value, personnel productivity, and product quality in the Fujian-Hitachi Co, 
while the rate of materiel losses was greatly reduced. From the beginning of 
production in June 1981] to the end of 1982, the company made an overall net 
profit of 476,400 yuan, much better than the estimates drawn up at the time of 
the planning of the joint venture which envisaged slight losses during the 
tirst year and a break-even result during the second. Comparisons between 
the various economic indexes for the company in 1982 and the best levels 
achieved by the former Fujian electronic equipment plant are illustrated in 
the table on the following page. 


The Fujian-Hitachi Co was able to achieve such clear economic results in such 


a short time because when they imported advanced overseas production technology, 


they also paid attention to systematically importing scientific management 
methods suited to the advanced overseas production technology and the situation 


in China. 
Management System with a Characteristic Organization of Its Own 


i Fujian-Hitachi Co practices a system involving a board of directors with 

i general manager under the board, responsible for the running of the company. 
the board ot directors comprises seven people and the chairman of the board is 
Chinese. There are two deputy chairmen, one Chinese and one Japanese and 

four turther directurs, two Chinese and two Japanese. The board of directors 
represents the highest authority in the company and makes all policy decisions 
but it is not a permanent body. The board of directors holds one meeting each 
year and is responsible for examining the execution of the company's annua! 


plan and operation. It also determines the management program for the tollow- 
ing year and examines and ratifies company planning (including annual planning 
for all management activities throughout the company, such as production, 
technology sales, financial budgeting, equipment, supplies, personnel, wayes, 
welfare, worker training and so on). In addition, it also checks and ratifi: 
other important areas of work such as the allocation of profits between thi 
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Index Unit Original Fujian- Comparison 
Plant Hitachi 





Out put Machine 28 ,000 174,255 Up 6.2 fold 


Productivity 

value (based \ 
on 1980 fixed 

prices) 10,000 yuan 1,257 12,931 Up 10.3 fold 


Total personnel 
productivity Yuan/person 23,457 205,593 Up 8.7 fold 


Profits 10,000 yuan 70 50 Down 7.1 fold* 


Material 
wastage rate Yuan/machine 13 0.50 Down 26 fold 


Fixed floating 
funds used per 
100 yuan Yuan 29.59 7.55 Down 3.9 fold 


Productivity 
value 


Productivity 

value created 

per yuan of 

original fixed 

assets Yuan 4.30 2.1/7 Up 7.4 fold 


Productivity 

value created 

per square 

meter of 

surface Yuan 935 12,604 Up 13.4 fold 
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*Reasons for the drop in profits are connected with various tax and price 
policies for joint venture enterprises. 
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Chinese and Japanese parties of the company each year and plans for the dis- 
tribution of bonuses and so on. In general then, all major problems and 
questions in the company are discussed and decided by the board of directors 
and it is the responsibility of the general manager to organize their imple- 
mentation. The general manager of the company is Chinese and also holds the 
post of director as well. There are three deputy general managers (one 
Japanese who is also a director, and two Chinese), and subordinate to them are 
two offices and 13 sections (equivalent to departments or workshops in Chinese 
enterprises). The labor union is an independent organization outside the 
official structure of the company and is directly under the leadership of the 
general manager. Because of the special nature and characteristics of joint 
venture enterprises, while the Fujian-Hitachi Co has a complete and healthy 
Chinese Communist Party organization in it, it is not included within the 
organization of the company. The actual organizational structure of the Fujian- 
Hitachi TV Co is shown in the following table. 











Board of 
Directors 


Deputy General Central 
Manager (Japan) Manager Labor Union 


--General 
Affairs 
Section 


--Work 
Attendance 


--Welfare 
Section 


--Finance 
Section 
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Assistant to Deputy General Deputy General 
Deputy General Manager (Head Manager 
Manager (Japan) of Workshops) 

Deputy Deputy Deputy 

Head of Head of Head of 

Workshops Workshops Workshops 

for for for Parts 

Production Technology and Assembly 


Foreign Affairs 
Investigation 


Office 
Assets Technology 
Section Section 
Production 
Processing 
Section 
1) Parts and 
Black and Assembly 
White Section Maintenance 
Production Service 
Section 2) Machine Section 
Processing 
Color section Inspection 
Production Section Planning 
Section Section 














In the Fujian-Hitachi Co, the general manager is responsible for all manage- 
ment and administration work. In addition to being in charge of the three 
deputy general managers beneath him, he is also directly in charge of the 

labor union, the finance section, general affairs section (equivalent to the 
factory office in Chinese enterprises), the work-attendance section (labor and 
capital office), and the welfare section (administration office). The Japanese 
deputy general manager is in a higher administrative position that the two 
Chinese deputy general managers, and he is responsible for production, tech- 
nology, parts and assembly and company planning. 


In terms of its organizational structure and layout, the Fujian-Hitachi Co 
strictly adheres to the basic principles of being fewer but better and the 
unity of duty, rights and interests. As a result the manayement organization 
of the entire company has a very high rate of work efficiency. Management 
Organization has two very outstanding characteristics, one is the centraliza- 
tion of power and the small number of administrative levels, and the other is 
the strict division of work, with all duties and responsibilities clearly 
defined. At present, there are 123 management personnel in the company, 
making up 1/7 percent of the total number of emplovees, while in the 
Fujian electronic equipment plant, the percentage was 33. Of these 12 

in management, 62 are technological personnel, making up more than half the 
total. 


Throughout all the groups in the company, management personnel adopt a practice 


of unitary leadership so that “if something can be done by one person, never 
use two pe ople.” In every sector of the company there is only one person in 
charge and thus there is only one person with total power to organize work in 


that sector. Each section only receives orders from one upper level and hus 
there are no instances of several leader giving different commands to a 


section. Within each sector each of the management personnel 


is often required 
to be in charge f several different items of work. For example, in the pro- 
duction management section there are a total of six people, divided into three 
groups. The first group is the engineering management grouD. lt is responsible 
for drawing up annual and seasonal production plans for the entire company and 
organizing product sets, carrying out comprehensive statistics, and the manage- 
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ment of waste pre ducts. The second group is the item management er up and it 


is responsible for the uppl of raw materials and parts and the management 
of three storerooms. The third group is the business group. It dut ie inc lude 
product sals and the management of stored tinished goods. because the fu)jian- 
Hitachi Co has worked hard to ensure that the numbers of management personne! 
in each ection have been pared to the absolute minimum, tive COT in i Vel 
effectively avoided over-staffing, shifting f responsibility, internal wrang- 
ling, and tailure t carry out one’s duties. Fach person doe is dutie t 
the ‘ t abilit 
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or has his work position changed, and in some cases may be dismissed. For 
example, in 1982, a storekeeper was delivering materials and incorrectly 
delivered round plug power supply lines in place of flat plug power supply 
lines and this resulted in losses since 6,000 television sets had to be re- 
constructed after the mistake has been discovered. After the incident, 4 
months bonus pay was deducted from the storekeeper'’s wages and in addition, 
l to 3 months bonuses were deducted trom the wages of the workshop head, 
deputy section leader of the production management section, section leader of 
production, some processing personnel, the leader of the management group, 
and the leader of the business group, depending on the extent of their re- 
sponsibility in the incident. Because of their clearly defined duties those 
who were punished all consider that they made mistakes within the sphere ot 
their own duties and hence the deductions seemed reasonable. 


Implementation of the Cadre Management System Involving "Selection of the 
Best and the Most Capable" 


When selecting management cadres, the Fujian-Hitachi Co implements the prin- 
ciple of “selecting the best and the most capable." Apart from the general 
manager and the deputy general managers who are chosen by the board of direc- 
tors, the general manager has the power to hire and fire and deputy heads of 
workshops, section heads, and other level-one management personnel. The 
section heads are allowed to select those who make up the various sections. 
The company implements a strict system of checking on management cadres and 
any cadres who are not capable of, or who are not suited for the responsibili- 
ties of mid-level leadership pos tions are relocated as ordinary cadres or as 
workers, whereas those ordinary cadres and workers who display talent can be 
promoted. When the company was established, a check was made on the 4/ manage- 
ment cadres of various levels in the former Fujian electronic equipment plant 
and the 23 mid-level cadres, nine were relocated due to old age or inability, 
tive were put into the first line of production as ordinary workers, and four 
were relocated as ordinary section or office cadres. Twenty four ordinary 
cadres were relocated in the first Line of production while "selection of the 
best and the most capable” was made from the remainder of the ordinary workers 
in the plant and seven were promoted as mid-level cadres. 


In the Fujian-Hitachi Co, the general manager has the power to carry out checks 
on management cadres above mid-level on the basis of their work capabilities 
and their daily work and behavior and thus can promote them or disn them. 
For those who display truly outstanding work, the general manager may, in 
addition to offering bonuses, also give special spiritual and material prizes. 
Similarly, mid-level cadres also have the right to carry out check: n ordin- 
ary management personnel within their sphere of management and | otfer either 
encouragement and promotion or dismiss them. In addition, the compan irrie: 
out a twice-vearly check on all management cadres and workers. The check in- 


cludes 1) diligence; 2) ability; 3) achievements; and 4) work stvle and 
discipline. For each of these tour items there is a high, medium, r low 


} 


grade. Checks are carried out through direct appraisals by the leaders with 


an upper level checking a lower level so that an overall evaluation is reached 
Stage by stage. If a certain level of leaders makes an inaccurate appraisal, 
then the level above that one deducts bonuses from the lower level of leader 
Thus all levels of management cadres must know exactly the tate and dition 


of workers within his scope of responsibility. 
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Because the company has implemented this cadre management system which involves 
the principle of “selection the best and the most capable," throughout the 
company from the highest levels to the shop floor there is a solid and strong 
group of management cadres, while leadership at all levels is supported by the 
mass of workers, and this has stimulated the production enthusiasm of the 
workers. 


Active Implementation of Advanced Management Methods 


As far as production technology and quality control are concerned, the Fujian- 
Hitachi Co has adopted and borrowed from some Japanese enterprise management 
methods. When production plans are being drawn up, network technology is put 
to use. During control of the production process, comprehensive quality con- 
trol is implemented. Each production workshop, office and section divides up 
its various production tasks into minute unit quantities, works out standard 
time quotas, and then draws up production progress charts and checks that 
each worker is fulfilling his or her production tasks. 


In the drawing up of plans in the Fujian-Hitachi Co, there is no comprehensive 
planning, the basic starting point and basis for planning being sales targets. 
They believe that comprehensive planning tends to put too much emphasis on the 
limitations of certain factors, leading to conservatism within each sector, and 
thus they feel it is not easy to express the motive force of each sector. Hence, 
when the board of directors has outlined the general sales targets for the 
following year, each sector has to ensure that these overall targets are 
achieved through their own planning. in the Fujian-Hitachi Co, production 
planning is divided up into large, medium and small schedules (equivalent to 
annual, seasonal and monthly plans in other enterprises). In these three types 
of planning, medium schedule planning is carried out in the “rolling” style 

and is drawn up over a period of months. Large and small schedule planning is 
drawn up in the routine way. All the plans are drawn up together and issued by 
the production management section and there is no further drawing up of plans 
in production workshops. In addition to product variety and quantity, these 
three types of planning basically include: 1) production progress; 2) plan- 
ning of raw materials, parts and goods; and 3) targets for results rates 

(that is, labor productivity of the production personnel in the production 
workshops). Planning control involves the use of charts to illustrate and 
check the entry and exit of all parts and components from storerooms and the 
State congress for various kinds of component sets. 


[he components for the television assembly in the company are provided by 
several tens of domestic and overseas factories and the sets are completed 

on production assembly lines which are highly automated. In order to guarantee 
that products are completed on time and in the right numbers, production is 
generally organized in batches of 10,000 television sets. Everything is 
organized on the basis of batch numbers from the drawing up of plans, the 
delivery of technology, and the management of components and raw materials 
storehouses, to the transportation of finished products from the factory. The 
adoption of this method means that although there are many different working 
procedures involved in the production line and a complex variety of components, 
there are very few mistakes and errors in the overall production process and 
thus efficiency is very high. 








Implementation of the System of “High Bonuses and Severe Penalties’ 


The Fujian-Hitachi Co has a strict set of rules and regulations and a system 
of labor discipline which has to be adhered to by everyone. At the same time, 
the company also implements a bonus and penalty system involving high bonuses 
and severe penalties so as to guarantee that various systems implemented are 
actually carried out. Many people know that the material treatment that the 
workers in the Fujian-Hitachi Co receive is of a rather high standard, but 
their work is also very hard and demanding. In the labor contract signed by 
the labor union on behalf of all the workers, and also signed by the company 
itself, it is stipulated that any person employed by the company must abide 
by all the rules and regulations of the company and the bonus and penalty 
system and this mainly comprises the following few aspects: 


Checks on work attendance. The “labor regulations” at the Fujian-Hitachi Co 
stipulate that no worker may arrive late for work. Workers arriving for work 
clock in with a clocking-in machine and are only allowed to be 1 minute late. 
If the card shows any “red marks" then no bonus is given at the end of the 
month. The company has very detailed regulations tor late arrival and carly 
departure from work and thus if anyone has not changed into his or her work 
clothes by the time their shift has begun, or if they are not wearing safety 
helmets, or haven't properly completed pre-work preparations, then these 
transgressions are counted as late arrival. In addition, there are also very 
clear rules and regulations concerning sick leave and absence without good 
reason and any worker who contravenes these regulations either has his or her 
bonus deducted or is reprimanded in some way, or perhaps even dismissed. 


Factory work stvle and appearance. The Fujian-Hitachi Co places great impor- 
tance on civilized behavior in general and the establishment of a good work 


stvle in the company. They have educated the workers in “good conduct and 
discipline” and have demanded that workers respect discipline and that each 
worker fosters good habits which reflect an understanding ot civilized be- 
havior, hygiene, politeness, morals and orderly conduct. The company also 
Stipulates that workers who spit or the ground, throw away cigarette butts 
carelessly, do not wear work clothes or a safety helmet, and shout loud!) 
and unnecessarily while working, should be punished. At the same time the 
company also strictly prohibits workers from wearing flared trousers to the 
factory or sporting bizarre hair stvles. 


Changes to the social atmosphere. The Fujian-Hitachi Co outlined a set of 
rules and methods tor establishing a healthy work atmosphere and work style 
and resisting unhealthy social tendencies. For example, the company has 
Stipulated that anv guests attending a wedding banquet who follow the bad 
habit of offering “red packets" [a gift of monev] should be fined. Those who 
irgue with their neighbors, commit traffic offenses, or damage social order 
are also punished either with fines or in some other way. 

This strict system of bonuses and penalties in the company applies to every- 
one from the general manager to ordinary workers, without exception. For 
example, not long after the company was established, one deputy general 


manager arrived late for work and so the general manager deducted his monthly 








»onus from his wages. In another case a driver was unwilling to take out some 
good< in a truck half an hour before the end of his shift and as a result half 
of his annual economization bonus was deducted. It is unnecessary to announce 
these cases or send round bulletins detailing them, for all the workers get to 
hear about them very quickly and the result is very good. The general manager 
of the Fujian-Hitachi Co says “strict punishment” in actual fact means "no 
punishment” because no one wants to be punished so severely. 


At the same time as implementing a very severe and strict punishment system 
the company also provides rather high spiritual and material rewards for 
workers who have made outstanding achievements in their work. Bonuses and 
awards consist of monthly bonuses, annual bonuses and bonuses are in fact then 
subdivided into three different grades and, depending on the actual situation 
in each case, the amount in various bonuses of the same grade can actually 
differ. These bonuses are granted on the basis of leaders’ appraisals and 
assessments and thus bonuses amongst workers, and indeed for individual 
workers at different times, can differ quite considerably. In addition to the 
above-mentioned bonsues, the company has also established an award and bonus 
system for advanced workers--those who make constructive suggestions toward 
rationalization and those who make outstanding contributions toward inventing 
and developing new ideas and methods, preventing various disasters and damage, 
helping others, studying, ind so on, as well as those who make contributions 
towards society and the stite. These awards and bonuses are divided into 
certificates of merit, trojhies, inancial bonuses and holidays, with the 
choice being made according, to 2 case involved, and such awards being ex- 
tended at irregular intervals. 


The successful experiences of the Fujian-Hitachi Co joint venture tell us 

that a jointly-managed enterprise which is run well represents a window for 
the importation and studying of advanced overseas production technology, and 
is also a very effective method by which we may study and borrow from advanced 
overseas enterprise management methods. We believe that as joint-venture 
enterprises develop, we will without doubt be able to study and borrow even 
more advanced overseas management experiences. 


CSO: 4006/436 
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FOREIGN TRADE 


BANK OF CHINA LOANS TO SINO-FOREIGN JOINT VENTURES INCREASE 
Beijing JINGJI RIBAO in Chinese 25 Jan 84 p 2 


[Text] The year 1983 brought new developments in the Bank of China's task 

of providing loans to Sino-foreign joint ventures. To the end cf last year 
it had already provided loans to over 80 Sino-foreign joint ventures. 

It provided a total of 13 billion yuan and US$50 million of foreign exchange, 
representing increases of more than four times and 80 percent, respectively. 


In 1983, aside from arranging loans for Sino-foreign joint ventures, the Bank 
of China complied with the People's Republic of China's “Laws Governing Sino- 
foreign Joint Ventures,” and its capital has been registered in China. 

The bank has an operating license from China's Industrial and Commercial 
Administrative Bureau. Moreover, the Sino-foreign joint ventures that have 
already opened accounts at the Bank of China can be provided with more loans 
in accordance with their situations. Those enterprises supported by foreign 
capital that have been registered in China and are managed in accordance 

with Chinese law can also obtain loan support from the Bank of China. 

If the investment programs of those foreign legal entities who come to China 
to make investments meet with the approval of the Chinese government, and if 
those entities can obtain guarantees from the top international banks, 

the Bank of China will also be willing to accept their loan applications. 


In the past the volume of loans arranged by the Bank of China for joint 
ventures was restricted by the proportion of capital that was registered 

by the enterprise. In 1983, this regulation was changed, so that loan 
consideration is now handled on the basis of the different individual 
situations of each enterprise. The proportion of loans to those enterprises 
that can bring the advanced technology and management skills that China needs 
and that can produce favorable economic results can be appropriately expanded, 
and some of them may be exempted from the proportion constraints. 


Former regulations on the Bank of China's operating scope restricted its 
fixed-assets loans to use by joint ventures for the expansion of management 
and for the upgrading of equipment. In 1983 the Bank of China made an 
appropriate readjustment of these regulations. For projects whose economic 
results are favorable, the Bank of China may now offer loans to fulfill the 
entire range of capital requirements for those projects. Joint ventures need 
only complete the formality of registration. After they have opened savings 
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accounts at the Bank of China, they will be able to apply for loans from 
the bank. 


The Bank of China will accept many kinds of credit guarantees on its loans. 
joint ventures that apply for loans from the bank should offer fixed 
guarantees. As to the form of the guarantees, aside from having the Bank 
of China accept guarantees from other top international banks, the bank can 
accept the guarantees of enterprises whose credit is good or those of 
borrowers who offer mortgages as guarantees. For those enterprises which 
offer sufficient mortgages as guarantees, the Bank of China will not need 
to ask for additional credit guarantees. 


The Bank of China is striving to internationalize the form of credit support 


it provides to Sino-foreign joint ventures in order to support more 
effectively the establishment and development of Sino-foreign joint ventures. 
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FOREIGN TRADE 


GREATER ROLE FOR BANK OF CHINA ADDRESSED 
Beijing JINCJI RIBAO in Chinese 25 Jan 84 p 2 


[Article by Bu Ming, chairman of the board of the Bank of China: "The 





Development of International Financial Business Serves the Four Modernizations"™] 


[Text] The Bank of China is the state-run bank assigned the special task of 
handling China's foreign exchange. It manages all foreign exchange trans- 
actions and all related renminbi transactions. For a number of years, 

it has successfully managed China's foreign exchange reserves, handled the 
settling of international accounts and supported foreign trade and the 
development of production. In carrying out international and other financial 


activities, it has fulfilled its duties in order to make definite contributions 


to China's socialist life and socialist construction. Morcover, it has won 
a favorable reputation in the international arena. Particularly in the few 
years following the 3d Plenum of the llth Party Congress, the bank 
enthusiastically raised foreign exchange in accordance with the principle 
of “readjusting, restructuring, consolidating and improving" the people's 
economy, with the policy of opening up to the outside world and enlivening 
the domestic economy and with state-planned requirements. It advanced 
state-sponsored key construction projects and the technological upgrading 
of small- and medium-sized enterprises, and it achieved notable economic 
results. In every aspect of its activities it has achieved new developments. 


In the past few years, as business has rapidly developed, the Bank of China 
has strengthened itself, improving its management capabilities. With total 
capital amounting to 119.1 billion yuan, the Bank of China has 190 branches 
at home. The number of overseas branches has reached 275, including those 
branches that have been established in London, New York, Singapore, 
Luxembourg, Hong Kong and other financial centers. It has also established 
business relationships with 3,150 banking organizations in 149 countries 

and regions throughout the world. This year, the bank has augmented its 
equipment. Its current setup of computer systems and telecommunications 
networks has already begun to take shape. It is linked up to the public 
telegram networks of New York, Hong Kong and Singapore, and this has greatly 
enhanced the bank's ability to handle business and its rate of effectiveness. 
These are ways in which the Bank of China has advanced the development of 
its international financial business and supported the fundamental conditions 
essential to the four modernizations. 
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In 1983, the work of the Bank of China underwent four fundamental changes: 
1) from waiting for customers to actively seeking out customers; 2) from 
simply providing loans to providing additional types of services such as 
e-edit, information and consultation services; 3) from investigating and 
arranging loans for small projects to attending investigations and 
negutiations for all kinds of large- and medium-sized projects; and 4) from 
merely supporting projects to supporting the loans of certain professions 
as a whole. 


The primary task of the Bank of China is to continue to implement the 
principle of “readjusting, restructuring, consolidating and improving" 

that was handed down by the 12th National Party Congress and, with the 
improvement of economic results as the central focus, to expand its sources 
of investment funds, strengthen the management and utilization of funds, 
improve management, raise the quality of service, strengthen the formation 

of cadre teams and make enthusiastic contributions to turning around the 
state's financial and economic condition and developing a favorable situation 
in the people's economy. 


The Bank of China's foreign exchange and renminbi investments and loans have 
already been brought into line with the state's credit plan. Bringing big 
problems under control through state planning in order to preserve the 
balance and stability of the overall economy is the basic premise for 
improving the economic results of individual enterprises and of the society 
as a whole. Therefore, the concept of state planning should be strengthened. 
Activities outside the state plan should be avoided, and we should work 
especially hard on projects included in the state plan. 


Overseas branches of the Bank of China should follow the state's policy of 
opening up to the outside world. They should take advantage of all favorable 
circumstances, adopt methods of management appropriate to a modern inter- 
national financial enterprise and enthusiastically and reliably develop 

each of its business activities in order to serve China's construction 

of the socialist four modernizations. 


In order to adapt ourselves to the development requirements of the bank's 
international business, we must pay close attention to developing our 
investment skills. For each form of investment, we must cultivate talented 
personnel specializing in international finance and must continually 
replenish our cadre teams. At the same time, we must also train an appropriate 
number of engineering and technical experts who can take on the responsibility 
of supporting each task in the development of construction. 


In the past, the work of the Bank of China has achieved the strong support of 
all departments and localities in China. It has also received the enthusiastic 
cooperation of other international banks. From now on, through continued 
cooperation in other areas it will raise our working skills to new levels. 
The goals of our efforts are to transform the Bank of China into a bank 
specializing in the handling of foreign exchange that can assume sufficient 
responsibility for the construction of China's four modernizations, a bank 
with a favorable international reputation, a bank relatively advanced in 








the realm of international finance and a bank that is completely modern with 
respect to the quality of its service and the level of efficiency in its 


workstyle. 
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FOREIGN TRADE 


SHENZHEN AS EXAMPLE OF COOPERATION WITH INLAND RESOURCES 
Guangzhou NANFANG RIBAO in Chinese 6 Feb 84 p 4 


[Article by Hu Youqing [5170 1635 7230]: "The Present Condition and Future 
Prospects of Interior Integration with the Shenzhen Special Economic Zone"] 


[Text] The Shenzhen Special Economic Zone has been operating for several 
years and has made great advances in the areas of economic and technical 
cooperation with the interior and in the joint running of enterprises, 

with integration with the interior becoming one of the important elements 

of special economic zone activities and beginning to catch people’s attention. 
Why must special economic zones integrate with the interior? What role does 
this integration play? What is the present condition of integration with 

the interior? And what are the prospects for future development? I now 
offer some modest viewpoints on these matters. 


The Role of Integration with the Interior 


Integration with the interior is a requirement if special economic zones are 
to prosper and strengthen their ability to attract foreigners. The primary 
goal of experimenting with special economic zones is to attract foreign 

funds and to bring in advanced foreign techniques, equipment and scientific 
management experiences. But our economic zones are starting off at a low 
level, with weak foundations and little state investment. They lack the 
excellent investment environment which provides the ability to attract foreign 
funds. This requires using the human, financial and material resources of 

the interior, uniting with each of the strengths of the interior to build and 
develop special zones and creating various conditions beneficial to investment. 
The practice of recent years has proven that Shenzhen’s enterprises that are 
linked to the interior have supplied the special zone with funds running to 
the hundreds of millions, with construction personnel numbering in the tens 
of thousands, with a technical core of workers numbering in the thousands 

and with large amounts of material, thus seeing to it that the special zone 
greatly improved in the areas of basic equipment, the level of production 
techniques and market supply and forcefully furthering the work of attracting 
foreign capital. 


Integration with the interior is a requirement for delivering advanced 
techniques and hastening our nation’s four modernizations construction. 





The special economic zones bring in advanced foreign techniques and equipment 
and scientific management experience in order to hasten the zone’s four 
modernizations construction. But at the same time, looking at the big 
picture, it is even more important that the special economic zones--these 
"windows" on the world market and "bridges" to advanced technology--bring in 
advanced things; digest, absorb and reform them; and then promptly pass them 
on to the interior, promoting the progress of the four modernizations in the 
interior. Adopting the method of integration with the interior, through 
enterprises integrated with the interior, we can directly, rapidly and widely 
spread the advanced scientific techniques and management experiences brought 
in by the special economic zones into the interior. Over several years, 
integration with the interior has passed a number of advanced techniques 

to the interior, thereby raising the technical production levels and product 
quality of the interior. As special economic zones develop in their abilities 
to attract foreign [investment], the results of this integration with the 
interior will become increasingly manifest. 


Integration with the interior objectively demands separating the wheat from 
the chaff and fostering advantages. The Shenzhen Special Economic Zone 

is adjacent to Hong Kong, possessing the advantage of convenient connection 
with the outside world, something that the interior cannot match. On the 
other hand, the interior enjoys a good production base, with strong technical 
capabilities and abundant resources, things the special economic zones lack. 
Through integration with the interior and mutual cooperation and by adopting 
the advantages and supplementing the disadvantages, we undoubtedly gain many 
advantages in promoting the economic development of both sides and improving 
economic results. In addition, by integrating with the interior, special 
economic zones can increase their attraction for foreigners, which is of 
benefit in bringing in more investment by foreign and Hong Kong businessmen. 
And this will also be of great help in recovering sovereignty over Hong Kong 
and hastening the task of unifying the motherland. We can see that doing 

a good job of integrating with the interior has tremendous significance 

for special economic zone construction. 


The Present State of and Future Plans for Integration with the Interior 


Integration between the Shenzhen Special Economic Zone and the interior 

began in the last half of 1979, and over several years the integration has 
developed from small to large and from little to much. So far, Shenzhen 

has signed several hundred interior integration project agreements with many 
central government departments (bureaus), provincial and municipal autonomous 
regions and local cities and counties, and many have already gone into effect. 
These include projects in industry, business, construction material and 
agriculture. 


The economic results of enterprises integrated with the interior have also 
been good. In 1982, the total value of the industrial output of enterprises 
integrated with the interior reached more than 100 million yuan, and the 
turnover of integrated commercial enterprises reached 46.85 million yuan. 
Together these two areas accumulated profits of 18.9 million yuan. 
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Key plans for the Shenzhen Special Economic Zone recently have focused on 
integrating the electronics industry, light industry and the construction 
materials industry, gradually forming a special zone industrial production 
capability. In the commercial area, they are gradually bringing every sort 
and brand of special local products and food and beverage enterprises into 
the special zones, making the zones into showcases for products throughout 
the nation, while in the area of medicine and health, they are trying to 
cooperate on a wide scale with the interior, manufacturing Chinese herbal 
medicines and researching and applying traditional Chinese breathing therapy, 
fracture treatments, etc. In addition, whenever things like architectural 
engineering, culture and education and scientific and technical exchanges 
are of help in special zone development, they want to set up joint projects 
with the interior. Of course, special zone interior integration planning 
must coordinate with the project of attracting foreign capital and must 
serve the goal of attracting foreign capital, but its development offers 
vast prospects. 


Several Problems Concerning Interior Integration That Presently Require 
Attention 


The integration of the Shenzhen Special Economic Zone with the interior 
has just begun, and if we want to guarantee its healthy development, we must 
attend to solving the following several problems. 


1. We must maintain the direction of interior integration serving the 

goal of attracting foreign capital. Special economic zones are primarily 
established to attract foreign funds and advanced techniques in a more 
concentrated manner and on a larger scale. Because of this, the integration 
of the special zones and the interior is for the purpose of strengthening 
the goal of foreign attraction and serving that goal. This requires that 
the attraction of foreign capital ve primary and interior integration 
supplemental. In the development of interior integration projects, we must 
increase those trades that are attractive to foreigners, and in terms of 
investment amounts and proportions, those going toward interior integration 
cannot exceed those going toward foreign attraction, while high-class, 
refined, top-of-the-line scientific techniques and equipment generally 
should be brought in from foreign sources. 


2. We must do a good job in handling the problem of the domestic marketing 
of the products of integrated enterprises, hastening the development of 
interior integration. In terms of the present situation, in special zone 
investments utilizing foreign techniques and materials, the interior areas 
are very concerned about the domestic marketing of products. In general, 
special zone products should take foreign marketing to be primary, but we 
should permit a fixed volume of domestic sales. We must set down principled 
limits on products that can be marketed domestically, and making this clear 
up front will benefit integration with the interior. Proportions to be 
marketed domestically should be set individually for each product--there 

is no need to set a limit across the board. 
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3. We must establish unified structure and strengthen the guidance and 
management of enterprises integrated with the interior. Presently, there is 
still no unified management structure for special zone interior integration 
work, and in the management of the personnel and operational directions 

of interior integration projects and enterprises, there remain a certain 
blindness and chaos. This is a problem requiring study and solution. 


9705 
CSO: 4006/307 








FOREIGN TRADE 


GUANGZHOU SYMPOSIUM ON UTILIZATION OF FOREIGN FUNDS 
Guangzhou NANFANG RIBAO in Chinese 30 Jan 84 p 4 
[Article: “How to Bring in and Utilize Foreign Funds"] 


[Text] Not long ago, the Guangzhou International Finance Institute conducted 
a symposium on the matter of utilizing foreign funds. Several matters we 
should attend to were raised at the meeting. 


Pay Attention to Analyzing the World Economy and Financial Situation 


Everyone pointed out that although the latest world economic crisis has 
basically passed, the capitalist world has no way of escaping the predicament 
of “stagflation.” We must make full use of the present slump in Western 
markets, the slowdown in investments and the situation of a large pool of 
surplus capital looking for opportunties and lengthen the strides in our 
work of utilizing foreign funds. And some comrades believe that even though 
the present world economic situation will generally help us in our work of 
utilizing foreign funds, the turbulent international political] situation, 
especially the U.S. policy of high interest rates, will continue to have 

a relatively big impact on the international financial market and that this 
is something we must consider in our work of utilizing foreign funds. 


Choose Foreign Fund Utilization Methods to Suit Local Conditions and Matters 


Because there are vast differences in the economic and technical conditions 
of different localities and because the economic and technical structures 

of various areas are dissimilar, the method of utilizing foreign funds must 
suit local conditions and matters and every place cannot be fit to the same 
pattern. Many comrades believe that compared with the utilization of foreign 
funds, the utilization of foreign currency loans from the Bank of China 
affords greater flexibility and more favorable terms, and especially in 
terms of the technical reform of small- and medium-sized enterprises, 
it can play a more effective role. 


Pay Attention to Exchange Rates and Interest Rates in Selecting Currencies 


The task of bringing in foreign funds and repaying the debt carries with 
it currency exchange risks and the burdens of interest. In the work of 











utilizing foreign funds, reducing these risks and burdens to the lowest 
levels requires us to strengthen survey research, adhere to economic laws, 
strengthen our adaptability and exercise initiative. 


Foster the Important Role of Banks 


Banks today, including large influential foreign banks and financial groups, 
have abundant finances and strong information-gathering capabilities. 
Obtaining the various services and the support of these banks to the greatest 
extent possible is a key to doing a good job in our work of utilizing foreign 
funds. From now on, the state of coordination and mutual support between 

the Bank of China and the other departments and enterprises is an important 
aspect in determining whether we can achieve a breakthrough in our work of 
utilizing foreign funds. 


Continue the Work of Strengthening and Perfecting Legislation 


Because of our nation’: work in utilizing foreign funds and, in particular, 
because of the economic intercourse and cooperation between two different 
economic entities that is involved, the laws and regulations upon which 

the management, supervision and promotion of this economic intercourse 
relies need to be complete, thorough and rational to a greater extent than 
has been normal. We must work against time to draw up the important and 
urgently needed laws concerning the utilization of foreign funds, match 
them with rules and regulations and realistically and thoroughly implement 
them. 
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FOREIGN TRADE 


BRIEFS 


OVERSEAS REMITTANCE INCREASES--Our provincial income in the form of remittances 
from overseas Chinese took a big jump last year. By the end of December, we 
fulfilled 39 percent of the state plan, an increase of 26 percent over last 
year. In 1983, concerned areas in our province seriously and thoroughly 
implemented the spirit of the Party Central Committee’s targets of facilitating 
overseas Chinese remittances and serving overseas Chinese and went all out to 
solve the actual difficulties of returned countrymen and the relatives of 

those living abroad. For example, the Taiyuan branch of the Bank of China 

and the provincial Tourist Supply Company used every means possible to have 

the foreign exchange accurately and promptly sent from overseas Chinese into 
the hands of the relatives to whom they were sent. At the same time, they 

made use of various channels to organize and import a large number of commercial 
goods that are in short supply, adding to the abundance of styles and types 

of goods and satisfying the needs of overseas Chinese currency accounts. 

In order to guarantee the supply of overseas remittance commodities, they 

also implemented preferential prices for brand-name bicycles, sewing machines, 
washing machines, refrigerators, color television sets and other high-quality 
goods. [Text] [Taiyuan SHANXI RIBAO in Chinese 5 Jan 84 p 1] 9705 








TAIWAN 


JARDINE PULLOUT FROM HONG KONG TO BFNEFIT TAIWAN 
OW311147 Beipei CNA in English 1016 CMT 31 Mar 84 


[Text] Taipei, 31 March (CNA)--People in the local financial sector expect 

positive effects on the Taiwan economy from both the announcement by Jardine 
Matheson and Co of its plan to move its legal base out of Hong Kong and the 

steep decline in the colony's stock market. 


Though no immediate effects have been seen yet, Jardines' move will eventually 
benefit the ROC [Republic of China] in capital transfers in the long-tern, 
they said. 


Jardine announced its plans to transfer its ownership to Bermuda Wednesday 
because of uncertainty over the colony's future. The stock exchange there 
reacted quickly Thursday with the Hang Seng Index shedding 61.76 points to 
close at 1,057.09, the market's steepest decline in 6 months. 


People here believe the slumping of stocks in Hong Kong is a natural result 
of political uncertainty there and will not have any adverse effects on the 
ROC, which has few substantial economic ties with Hong Kong. 


They said stock markets in the U.S. and Japan, the ROC's two most important 
trading partners, have much more influence on the local stock exchange. 


Investment analyst Lu Cheng-chien pointed out that many affiliates of the 
Jardine group have already started evaluating the investment climate here. 
Their loss of confidence in Hong Kong could be regarded as a favorable signal 
in Taiwan, he noted. 


Lu also pointed out that Jardine's pullout could accelerate a trend to 
transfer capital to Taiwan by firms there. 


Trust department manager of the Farmers Bank of China Lee Kuang-cheng said 
Jardine's action is believed to be designed to influence the talks between the 
United Kingdom and Communist China over Hong Kong's future. 


He expects Jardine will be followed by other major Hong Kong firms, such as 
the Hong Kong and Shanghai Banking Corp and the Swire Group. 


Lu Ming-jen, dean of the graduate school of economics of National Chengchi 
University, urged the government Friday to make better use of the present 


critical situation to encourage Hong Kong residents to invest in Taiwan. 


CSO: 4020/99 
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TAIWAN 


TAIWAN SEEKS TO REPLACE TOYOTA IN AUTO PROJECT 
OW311149 Taipei CNA in English 1022 GMT 31 Mar 84 


[Text] Taipei, 31 March (CNA)--Dr Casper Shih, adviser of the Ministry of 
Economic Affairs [MOEA], recently left for the United States and Europe in 
part to seek another foreign auto company to replace Toyota Motor Corp of 
Japan as the foreign investment partner in the planned "bit auto plant” in 
Taiwan. 


According to an MOEA official, if any European or U.S. automaker can be found 
which is genuinely sincere about matters of technology transfer, MOEA will 
probably cancel its cooperative scheme with Toyota. 


It has been pointed out that a number of U.S. and European automakers including 
Renault and Peugeot Co of France, have expressed interest in the “big auto 
plant” project. 


Negotiations have been under way between MOEA and Toyota for more than 9 
months to set up the new plant. However, a prolonged disagreement between 
the two parties over the export proportion of the final products to be turned 
out and the final determination of the local private participants in the 
project have deadlocked negotiations. The Toyota has yet to present its 
technology transfer plan has further hindered negotiation breakthrough. 
[Sentence as received] 


As a matter of fact, it is said that MOEA is skeptical of Toyota's intention 
to transfer auto manufacturing technology to Taiwan, especially that which 
would bolster the research and development capability of the local auto 
industry. 


Meanwhile, a high-ranking official of Toyota Company recently told MOEA that 
the planned auto spare parts industry to be brought to Taiwan by the company 
would form its own system. No management or technical assistance would be 
offered to the local autoparts industry outside of this system. 


[The MOEA official says that there is still a chance Toyota will be retained as 
the foreign investment partner in the project, but the final decision will 
hinge on the company's attitude and negotiating stance. 
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TALWAN 


BRIEFS 


FIRST QUARTER TRADE SURPLUS--Taipei, 10 April (CNA)--The nation's two-way 
trade in March grew 17.3 percent from the same month last year to reach U.S. 
$4,248.1 million, according to customs’ clearances. Statistics indicate that 
of the total foreign trade last month, exports accounted for U.S. $2,4/1.1 
million, an increase of 38.6 percent from the same month last year, while 
imports registered a decline of 4.5 percent to reach U.S. $1,/67.4 million, 
leaving a surplus of U.S. $695.3 million. Exports in March registered the 
sharpest increase in the past few years with imports reaching high for the 
year. Two-way trade in the January-March period totaled U.S. $11,771.5 
million, up 23.37 percent or U.S. $2,229./ million from the same period last 
year. A surplus of U.S. $1,690.9 million was registered during the period. 
[Text] [OWlL11L111 Taipei CNA in English 0336 GMT 10 Apr 84] 
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HONG KONG ECONOMIC TRENDS 


HONG KONG RE-FXPORT FIGURFS FOR 1983 REPORTED 


HKO60104 Hong Kong HONG KONG STANDARD in English 6 Apr 84 BUSINESS STANDARD 
p | 


(Text |] Hong Kong's re-export trade registered a hefty growth of 27 percent 
ir value last year to reach $56.3 billion, according to the Census and 
Statistics Department yesterday. 


China remained the largest market as well as the largest source of Hong 
Kong's re-export trade. It bought $12 billion worth of goods through Hong 
Kong--an increase of $4.2 billion or 52 percent. 


Increases were recorded in textiles (by $495 million or 19 percent) and office 
machines and automatic data processing equipment (by $428 million or 220 
percent). 


On the other hand, decreases were registered in dyeing, tanning and colouring 
materials (by $37 million or 32 percent) and cork and wood (by $22 million 
or 26 percent). 


As the colony's largest source of re-exports, China sold $19.7 billion worth 
of goods to the world through Hong Kong in 1983, up $4.99 billion or 34 per- 


‘ ent . 


Re-export trade in clothing grew by 51 percent or $1.38 billion in travel 
goods, handbags and similar containers by $229 million or 80 percent; and 
it, woven fabric or man-made fibres by $279 million or 51 percent. 


The United States remained the second largest market for Hong Kong's re- 
exports, taking in some $8 billion worth of goods last year, up 43 percent. 


[The commodities with significant increases were clothing (by $851 million 
or 60 percent) and miscellaneous manufactured articles, mainly travel goods, 


handbags and similar containers (by $192 million or 114 percent). 

An overall increase of $875 million or 24 percent in re-exports was regis- 
tered for Singapore. Commodities with significant increases were electrical 
machinery, apparatus and appliances and electrical parts (by $124 million 


,-rcent) and watches and clocks (by $124 million or 22 percent). A 








decrease of $27 million or 36 percent was recorded for petroleum, petroleum 
products and related materials. 


Significant increases were registered in re-exports of electrical machinery, 
apparatus and appliances and electrical parts (by $377 million or 60 percent) 
and textiles (by $62 million or 53 percent) to Taiwan. A decrease of $24 
million or 12 percent was recorded for non-ferrous metals. 


Among Hong Kong's top 10 re-export markets, Indonesia, ranked fourth after 
China, the United States and Singapore, was the only country to register 

a decrease in trade. The next five major markets were Japan, South Korea, 
Macao, the Philippines and Saudi Arabia, in that order. 


Japan was, however, Hong Kong's second largest source of re-exports after 
China. Increases were registered in watches and clocks (by $538 million 

or 41 percent), telecommunications and sound recording and reproducing 
apparatus and equipment (by $351 million or 32 percent), thermionic, cold 
cathode and photo-cathode valves and tubes, photocells, diodes, transistors 
and parts (by $348 million or 94 percent) and office machines (by $173 million 
or 91 percent). 


Overseas purchases of American products through Hong Kong remained active 
in 1983. Increases were registered in thermionic, cold cathodes and photo- 
cathcdes valves and tubes, photocells, diodes, transistors and parts (by 
$110 million or 28 percent), manufactured tobacco (by $124 million or 73 
percent) and aircraft and associated equipment and parts (by $118 million 
or 98 percent). 


Re-exports of Taiwan origin slightly increased. Commodities with increases 
were thermionic, cold cathode and photo-cathode valves and tubes, photocells, 
diodes, transistors and parts (by $105 million or 112 percent), textile yarn 
(by $30 million or eight percent) as well as woven cotton fabrics. 
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HONG KONG ECONOMIC TRENDS 


DOMESTIC EXPORTS REGISTER INCREASE IN JANUARY 


HKO50144 Hong Kong SOUTH CHINA MORNING POST in English 5 Apr 84 BUSINESS 
NEWS p 1 


[Text] The volume of domestic exports rose 45 percent in January compared 
with the same month last year, indicating that trade is rising in terms of 
value and volume. 


The Census and Statistics Department had previously reported substantial 
increases in export value. 


With the volume of reexports rising 40 percent, the volume of total exports 
increased 44 percent. 


The volume of imports increased only 18 percent, although import prices, 

1/ percent higher than the previous January, climbed further than did prices 
of exports, which rose on average by 15 percent--at least partly because 

of the decline in value of the Hong Kong dollar. 


A government spokesman cautioned that the figures were slightly distorted 
as theearly months of the year are influenced by the timing of the Chinese 
New Year. 


fhe substantial increase in exports in January is partly attributable to 
increased shipments before the holiday. 


An extension of the comparison to the 12 months ended January this year 
against the 12 months ended January last year, shows that the prices of 
domestic exports, re-exports and imports rose, on average, 10 percent, 11 
percent and 13 percent respectively. 


[he volume of domestic exports and re-exports increased 18 percent, thus 
giving an 18 percent increase in the volume of total exports. 


During the same period, the volume of imports rose only 10 percent. 


Broken down by commodity groups, the more significant increases in domestic 
export volume were in electronic components (64 percent), domestic electrical 


appliances (60 percent), textile yarn and thread (56 percent), textile fabrics 
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(48 percent), travel goods, handbags and similar articles, radios of all 
kinds, as well as clothing (4/7 percent for each category). 


However, the domestic export volume of watches and clocks remained at the 
level of January last year. 


| 
: 
Import prices of all enduse categories increased, ranging from eight percent 
for fuels to 19 percent for raw materials and semi-manufactures. 


More than half of the major imported foodstuff items declined in volume 
terms--the more significant areas being fish and fish preparations, rice, 


sugar and cattle, as well as soyabean oil, peanut oil and lard. 


There were significant decreases in import volumes for watches and passenger 
cars. 


The import volume of most raw materials and semimanufactures rose, reflecting 
higher industrial activity. 


Imports of fuels dropped six percent in volume terms. 
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HONG KONG ECONOMIC TRENDS 


EVERBRIGHT, BUSINESSMAN JOIN FORCES TO BUY LAND 


HKO60220 Hong Kong SOUTH CHINA MORNING POST in English 6 Apr 84 BUSINESS NEWS 
p | 


[Text] Peking-backed Everbright Industrial Co and a local businessman have 
joined hands to buy a 3,000 sq m piece of land in Yuen Long to build an apart- 
ment and commercial complex, according to Everbright's chairman, Mr Wang 
Guangying. 


The Yuen Long purchase is believed to be Everbright's third property invest- 
ment in Hong Kong, and observers said this shows the company's determination 
to pump more money into the local property market. 


Mr Wang declined to disclose the name of his partner or the cost of the land. 


He said the site would be used to build small residential units of 400 to 
500 sq ft, with the lower floors devoted to commercial development. 


He added that Everbright, in partnership with Sino Reality and Sino-Land and 
other Southeast Asian businessmen, plans to bid for an Aberdeen site on April 
18, but gave no more details. 


Mr Wang added that Everbright has reached agreement with some of the same 
interests to form a loose partnership to invest in Singapore, Malaysia and 
Hong Kong. He said the share of each party in the group will depend on the 
projects undertaken in the future. 


Speaking at a dinner reception organised by alumni of seven U.S. universities 
last night, he explained Everbright's reasons ‘or buying the $1 billion North 
Point City Garden residential project in January. 


He said in view of the weakness of the local property sector, the company 
made the City Garden purchase to "break the stand-still in the market." 


Mr Wang said during the past seven months, Everbright has built u, business 
relationships with more than 1,200 firms in Hong Kong and other parts of 
the world. 


This, he said, would lay the foundation for the future development of the 


company. 
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HONG KONG ECONOMIC TRENDS 


WANG GUANG ING OUTLINES EVERBRIGHT'S PLANS 
HK211319 Hong Kong HSIN WAN PAO in Chinese 21 Feb 84 p 3 
(Report: "Wang Guangying on the Aim of Everbright"] 


[Text] Today, Wang Guangying, chairman of Everbright Industrial Company, 
made a speech on "What Role Everbright Should Play in Promoting Business 
Relations between Hong Kong and the Mainland" at a luncheon of the Rotary 
Club. He said: It was only after careful consideration that Everbright 
decided to set up its headquarters in Hong Kong. 


When mentioning Everbright's business in Hong Kong, Wang Guangying said: 

The company's recent purchase of eight blocks of the City Garden residential 
project, its participation in the development of a holiday club in Macao, 
and its plan to siphon foreign capital into the property market all indicate 
that Everbright has its feet firmly planted in Hong Kong. In the future, 
Everbright will continue to expand its business in Hong Kong according to 
actual needs. The purpose of the establishment of Everbright is to promote 
economic development in Hong Kong and on the mainland so as to make contri- 
butions to China's economic construction. 


He said: "In recent years, Hong Kong has developed into a major international 
city which is playing an important role in facilitating economic exchanges 
between the East and the West.'"' He said: In particular, as the Chinese 


Government is consistently pursuing a policy of opening up to the outside 
world, Hong Kong is acting as an important channel to facilitate China's 
foreign economic activities. With its superior geographical conditions and 
its existing industrial and commercial foundation, Hong Kong can do many 
things beneficial to China's economic development. In recent years, Hong 
Kong's industrial and business circles have cooperated with the mainland 

in one form or another and have achieved satisfactory results. This shows 
that economic ties between Hong Kong and the mainland have become closer. 
In the future, with the economic recovery in the West and the vigorous 
development of China's economy, Hong Kong will experience greater changes. 


That is the historical background against which Everbright was established. 
He said: "On the one hand, we will make full use of the favorable conditions 
of the Hong Kong region to assist our country's economic construction; on 

the other hand, we will also make our due contributions to Hong Kong's 
prosperity and stability. These two sides supplement each other and run 


parallel." 
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When talking about his company's relations with Hong Kong, Wang Guangying 
said: "While developing its economic cooperation with the mainland, 
Everbright Industrial Company also makes investments in Hong Kong and Macao 
and takes part in other economic joint ventures. Thus far, we have estab- 
lished seven subsidiaries according to the needs of expanding business. 
Most of them are related to tourism. We are sti’l seeking other feasible 
business opportunities and are trying to effect wider cooperation with Hong 
Kong industrialists and businessmen. Earlier this year, we bought eight 
blocks of the City Garden residential project in North Point, Hong Kong; 
and now we are negotiating with the party concerned about our participation 
in the holiday club project in Macao. All this shows that we have planted 
our feet firmly in Hong Kong from a desire to do something beneficial for 
Hong Kong and Macao. In the future, we will continue to expand our locally- 
oriented business step by step according to our capacity and actual needs." 


Wang Guangying said: As for its relations with the mainland, Everbright 
Industrial Company is a comprehensive enterprise, and its business ranged 
from buying advanced technology and equipment and second-hand machines for 
China to conducting economic cooperation in one form or another. Everbright 
has an interest in any project which is beneficial to China's economic con- 
struction and is willing to make full use of all favorable conditions to 
fill in the gaps in China's economy and technology. 


Wang Guangying said: A good beginning has been made since Everbright was 
founded in Hong Kong last year. It has introduced 26 items of equipment 

and technology into the mainland, which involved a total value of $48 million. 
According to this year's preliminary plan, the company will introduce more 
technology and equipment into China. It is expected that the total value 

of all transactions may reach $150 million. Recently, industrial departments 
in Beijng, Tianjin, Hubei, Henan, Liaoning, Heilongjiang, Anhui, and Gansu 
have requested us to buy more technology and equipment for them by placing 
many specific orders with us. Now we have come into contact with some indus- 
trial and commercial enterprises in Hong Kong and are negotiating over these 
items. In the field of buying second-hand machines, last year, the company 
bought 1,500 Chile-made trucks for the mainland through a Hong Kong brokerage 
firmand also bought 131 looms from Singapore. These transactions saved the 
State a great deal of foreign exchange and brought about good economic results. 
This year, the company will expand its business in this regard so as to make 


contributions to the mainland's enterprise transformation and economic develop- 
ment. In addition, the company will actively help more foreign and Hong 

Kong businessmen make investments in the projects of resources development 

and technical transformation of enterprises on the mainland. At present, 

our concrete business activities for promoting economic cooperation between 
Hong Kong and the mainland include the project of comprehensive utilization 

of the sugar-cane plantation built on fields reclaimed from the sea in the 
Zhuhai Special Economic Zone and the Chinese-foreign joint venture of 

building a special glass plant in the Shenzhen Special Economic Zone. 1 
believe our business in this aspect will grow by leaps and bounds and this 


will be conducive to Hong Kong's economic prosperity and stability." 





Wang Guangying said: "The above mentioned is just an outline of the matters 
Everbright has been engaged in for the purpose of promoting economic coopera- 
tion between Hong Kong and the mainland. I believe these matters are useful. 
Our project has just been started and more efforts are required so as to 
seek developments in all fields. It is our arden. hope that people in al! 
circles in Hong Kong will continue to give us support and help so that we 
can play a better role." 


CSO: 4006/415 
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HONG KONG ECONOMIC TRENDS 


OUTGOING CHAMBER OF COMMERCE CHAIRMAN ON FUTURE 
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[Text] Another pillar of Hong Kong's establishment has joined Jardine, 
Matheson in suggesting there is a lack of confidence about the territory's 
political future. 


In a report made public today, the outgoing chairman of the Hong Kong General 
Chamber of Commerce, Mr John Marden, said: "The scenario which China presents 
for consideration by Hong Kong people is not one which generates confidence. 


"The inevitable result has been considerable anxiety at all levels in the 
outcome of the talks in Peking and a good deal of defensive action by investors 
and speculators,” Mr Marden said in his annual statement published in the 
chamber's publication, the BULLETIN. 


Despite this, Mr Marden said it is his “hope and expectation" an “agreeable 
solution" will emerge from the talks. 


Mr Marden's statements may take on an added significance in the context of 
lardines’ move of legal domicile to Bermuda, a move the company blamed on 
trading partners’ lack of confidence in Hong Kong's political outlook. 


Mr Marden himself had contributed to the uncertainty in the wake of Jardines' 
announcement when he refused to commit himself on the question of whether 
Wheelock Marden, the firm he chairs, might follow in Jardines' footsteps. 


In more reassuring comments, Mr Marden said this year should be a year of full 
employment and good trade growth. 


But he cautioned that it is especially difficult to forecast the likely trend 
for trade and the economy as so much depends on a satisfactory outcome to the 
talks on our future. 


Referring to the property market, he stated his belief that “market forces 
have again corrected a most serious trend in prices which, over a period of 
or 3 years before 1982 had threatened to make Hong Kong the most expensive 


city in the world in which to do business. 








"The current situation reflects su overcorrection of the market, but I have =o 
doubt that this will in turn ievel out to provide accommodation for all who 
will need it at reasonable pices." 


On trade trends, he noted that although still far from satisfactory, protection- 


ism has not further deteriorated and indeed, the [word indistinct] improvement 
in world trading prospects seems to have halted the gradual slide into 
restrictive trade practices. 

“We will continue to rely greatly on the major developed countries to maintain 
sensible policies towards the liberalisation of trade and trade practices,” he 
Said. 


Mr Marden concentrated particularly on the importance of the U.S. as a market, 
having bought more than 40 per cent of total exports of Hong Kong products by 
value. 


"Even in real growth terms, the contribution of the U.S. to Hong Kong's 
powerful export performance last year was predominant.” 


Exports to many other important markets also expanded, both in value and in 
real terms, the chamber chairman pointed out. 


He said the results extend from domestic exports to Hong Kong's re-export per- 
formance which was greatly assisted by China's determined promotion in selling 
to the rest of the world. 


[his resulted in increasing experts to and through Hong Kong and the commitant 
need tor China to obtain an increasingly wide range of products from other 
oF untr l¢ : . 


Whereas in 1977, 6 vears ago, exports and re-exports from Hong Kong to China 
represented 2.5 per cent of Hong Kong's total trade with China. The modified 
trade and investment policies China introduced progressively since 1978 have 
resulted in a substantial increase in Hong Kong exports and re-exports to 


China since then. 


"Such trade now represents 30 per cent of Hong Kong's total trade with China 
last vear,™ Mr Marden said. 
Commenting on Japanese trade, Mr Marden pointed out that imports from that 


country last year exceeded total exports by $33 billion, the largest trad 


" , ; ‘ ° 
imbalance with a single country in Hong Kong's history. 
tt j | : ‘* 

There is no doubt that much more can and must be done to improve Hong Kon 
export | jomestic produc ts to the Japanese market ol 120 million consumel ™ 
Mr Marden, after 2 years in office, relinquishes his position after the annual 

eet) ] i f April 
[hie ew elect eneral « mittee will elect a new chairman, usual] the 











HONG KONG ECONOMIC TRENDS 


BRIEFS 


U.S. INVESTMENT INCREASES--Hong Kong, 10 April (XINHUA)--The United States 
now accounts for nearly half of the foreign investment in Hong Kong's industry, 
according to Eric P. Ho, secretary for trade and industry of Hong Kong. He 
revealed this today while opening the regional product support center of the 
Outboard Marine Asia Limited of the United States. Of Hong Kong's 500 
factories with foreign investment totalling nearly HK $® billion, 132 have a 
total American investment of about HK $3.6 billion, he said. The foreign in- 
vestment “has contributed significantly to the introduction of new technology 
and innovative products into Hong Kong,” he added. Established here in 1975, 
the Outboard Company has recently invested HK $20 million in setting up a 
center to store spare parts and accessories and train personnel tor the Asian 
and Pacific region. By the end of 1983, 436 tirms with American investment 
had registered in Hong Kong, 43 more than at the end of 1982. They made up 
23.1 percent of the 1,872 overseas firms registered in Hong Kong. By the end 
of 1982, American individuals had invested U.S. $2,984 million in Hong Kong, 
or 24.2 percent of the total American individual investment in Asia and the 


Pacific. [Text] [0W101812 Beijing XINHUA in Englisch 1614 GMT 10 Apr 84] 


SUBWAY DRIVERS THREATEN ESCALATION--The chairman of the Mass Transit Railway 
Corporation [MTRC], Mr Wilfred Newton, says that 400 to 500 striking train 
drivers will be dismissed if they do not return to work tomorrow. The drivers 
went on strike this morning in protest at a 10-hour work-shift imposed in a 
new flexible roster svstem. Nick Beecroft reports from the MTR Kowloon Bay 
headquarters, where Mr Newton gave his warning: [Begin recording] The 
strikers’ immediate reaction was to cheer and clap. They said the decision to 
ick them was expected, and thev will escalate their action. Mr Newton told 
MTRC had an obligation to keep the railway running, 
ut he warned that if the strike continued or escalated, then the railway 
would be closed down, and it would take 6 weeks to retrain workers to enable 
the rR t reopen. r Newton said that the strikers would be taken back on 


if they gave up the strike. He said the corporation was not under any pressur¢ 


from the government to keep the railway open. He said if tlexible rosterins 
was not introduced, then it would mean higher fares. [End recording] [Text | 
HKO9OG12 Hon KOT omestic service in English 0400 GMT 9 Apr 84 | 
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